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ABOUT THE THESIS 
Due to the fact that very little has been written about 
the subject: "The Criteria Used by the Security Analyst to 
Evaluate Corporate Communications and Their Implications for 
the Public Relations Man," it was necessary that personal 
interviews be used as the basis of study. Forty security 
analysts working in the Boston area were interviewed. Each 
interview averaged one half hour in length. Thirty-two of 
the interviews were recorded on tape and eight were trans-
cribed in longhand. There were two reasons why all were not 
recorded on tape: (1) the analyst had an objection; and (2) 
there was no electrical outlet available. 
The reason for choosing analysts in the Boston area was 
partially out of convenience, as well as the fact that Boston 
is one of the key financial centers of the world. 
It has been requested by both the analysts interviewed 
and the firms for whom they work, that they remain anonymous. 
As a result of this request, all material in quotation marks, 
that are not foot-noted, will be direct quotations from ana-
lysts interviewed for this study. 
The writer is indebted to Herman S. Hettinger. It is 
from his book, Financial Public Relations, that I received 
the idea for this thesis. He,will be paraphrased and quoted 
throughout this work. 
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CHAPTE~ I 
THE SECURITY ANALYST 
Who the security analyst is and what he does.-- The 
security analyst is found in practically every organization 
that either invests money or advises others on investments. 
Such organizations include mutual funds or brokerage houses. 
In either type, the analyst is the specialist behind the 
scenes. That is to say, he is the man responsible for, and 
skilled in, the evaluation of given corporate situations in 
relation to industry trends and the broad background of 
general economic developments. He makes decisions concerning 
the respective investment merits of two or more corporations. 
He draws conclusions on the basis of data made available to 
him by the company itself, such as the annual report, and by 
other media such as the financial press, business and trade 
publications and statistical services. 
Basically, the analyst is a student and is hungry for 
detailed information regarding specific companies. His day-
to-day dealings are with raw statistics and esoteric corporatt~ 
facts, which he expertly interprets in terms of their impli-
cations, and then translates into meaningful and under-
standable stockholder language. By doing this, he aids the 
average stockholder, who does not have the knowledge or the 
-1-
time to decipher these communications himself. This much is 
also the basis_for advising the stockholder op,J:fl:Y~~!ments. 
A good part of the security analyst's final conclusions 
are based on both the qualitative and quantitative merits of a 
company which are itemized on the balance sheet. The balance 
sheet may be found in a company's annual report, but this 
alone is not enough. There are many other sources to which 
the analyst must go for further checking, such as special 
analyst meetings, brokerage reports, the financial press, 
statistical devices, etc. 
But, probably, the most important source .of information 
is actually talking to company officers, which can be accom-
plished by making field trips to the company, or by having 
the officer come to the area in which the analyst is located. 
One analyst interviewed, expressed the opinion that, "the 
primary source of information is talking to management, and 
people who are closely associated with the company in which 
we are interested. These would include bankers, suppliers, 
customers and even competitors." 
While the analyst may not be the man in the front office 
who makes the final decisions, few decisions are made without 
his participation or advice. One analyst said, "The purpose 
of my research is to decide at any one time which one of the 
companies that I follow appears to be an attractive invest-
ment." 
2 
• Even after the analyst's suggestion has been accepted and 
carried out by the investment committee, his work has not come 
to an end. He is still responsible for keeping track of the 
investment to make sure there are no mistakes and everything is 
proceeding properly. "This would include following price 
action of the security very closely, checking on fundamentals 
within the industry, and keeping in close contact with the 
managements of the various companies." In other words, "He 
makes the research and statistical departments of the invest-
ment banking firms, brokerage houses, and over-the-counter 
dealers tick." !/ 
The analyst's job would be overpowering if it were not 
for "specialization." Large organizations can afford to as-
sign one or more analysts to one industry alone, or even a 
limited number of companies within a single industry. As one 
analyst put it, "We prefer the rifle approach rather than the 
shotgun." 
One thing is common to all analysts (in spite of speciali.-
•ation) -- there is too much to do. Therefore, choices must 
be made, with the result that some corporations will be fol-
lowed closely, while others may be examined only periodically, 
and still others may be considered too unimportant to merit 
attention. Many times these choices are made completely on 
!/Herman S. Hettinger, Financial Public Relations. Harper and 
Brothers Publishers, New York, New York, 1954, p. 38. 
the reputation of the company, that is, based on its position 
within the industry. However, this choice can also be in-
fluenced by the Communications he receives from the company. 
It they are superfluous and only burden him with more work to 
do, he can become antagonistic toward the company and ignore 
its communications. In order for this not to happen, the 
subject matter contained within these communications should be 
only on the most essential news about the company. 
Although, a security analyst has the main functions of: 
1. Knowing about economic subjects. in general 
2. Evaluating communications (such as the annual and 
quarterly report, the financial press, the prospectus, 
and brokers reports) about the various companies in 
which he is interested 
3. Evaluating the company by meeting and talking with the 
management personally 
4. Evaluating the company in relation to the industry, 
i.e. General Motors in relation to the automobile 
industry 
5. Reaching conclusions based on these evaluations and 
making recommendations to the investment committee 
and executive officers of the organization in which 
he works, 
there are other specialized functions peculiar to only certain 
analysts, along with their regular functions described above. 
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Some of these functions will be mentioned very generally. 
One analyst said that he is the liason between the re-
search department and the counseling department. He makes 
sure the results of research work done by analysts in his 
department are carried through to recommendations and actions 
in client's accounts. Another is a trustee of the trust, but 
he is also head of the Research and Investment Department, 
which is a coordinating and organizing job. Other analysts 
not only do research work, but they write for a weekly 
bulletin, which dispatches their investment advice to sub-
scribers of the bulletin. There are also men whose main 
capacity is investment counseling, but whose work entails a 
great deal of analysis. 
No matter what other work the analyst does, he is 
basically involved in investment research trying to generate 
ideas for new investments while moving out of investments 
that are presently owned, if found to be unsatisfactory. 
The work of the security analyst has become a highly 
skilled profession. It started in the "Roaring Twenties," 
when it was the job of the financial statistician to predict 
market action. At that time, both his title and function 
were extremely vague. Since then, his work has become in-
creasingly precise and many proven principles have evolved. 
This growth into the status of a profession has gained impetus 
over the past decade especially. 
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Where he works.-- As mentioned before, the security 
analyst is found in practically every organization that in-
vests money, advises others on investments, or deals in 
securities themselves. These organizations comprise what is 
known as the financial community. The importance of the 
analyst in this community cannot be overemphasized. He does 
the basic investigation and research work in all of these 
organizations. The institutions that are members of the 
community are middlemen for the distribution of securities, aad 
for maintaining a market for them ~mong investors. It is 
through the financial community that new security issues 
originally are offered to the public. It is also this com-
munity, in exercise of its brokerage and dealer function, 
that maintains a continuous market for the securities of the 
mation's corporations, matching potential buyers with willing 
sellers. The following are the main types of organizations in 
which security analysts work: 
1. Mutual Funds and Investment Trusts 
These are important types of non-personal investors, in 
that they purchase separate securities for their ~port­
folios. When a mutual fund or investment trust purchases the 
securities of a given company, it usually buys a sizable 
block of stock. From the viewpoint of the individual, who 
invests in them, they are no different from General Motors or 
General Electric, since the investor buys their stock just as 
6 
he would the securities of corporations such as the ones just 
mentioned. An example of such an organization would be The 
Massachusetts Investment Trust Company, which is the largest 
in the world. 
2~ Brokerage Houses 
These institutions deal in the purchase and sale of 
securities for commission. They maintain retail organizations 
and over-the-counter dealers (to be explained later). The 
firm of Adams and Peck would be an example of such an or-
ganization in the Boston area. 
3. Investor's Publishing Houses 
These organizations put out a weekly bulletin to their 
subscribers for the purpose of: 
a. Forecasting general business trends. 
b. Presenting definite information on sales, credit, 
commodity prices, labor and production. 
c. Reaching conclusion as to the near-term outlook for 
both individual lines and for business as a whole. 
d. Giving specific purchase advice, as well as price 
forecasts. 
The information presented in these bulletins is researched 
and sometimes written by analysts. If the publishing house 
is an adjunct of a brokerage house or investment counseling 
service, the analyst may serve the dual function of advising 
both. The United Business Service is an example of a weekly 
7 
bulletin that advises investors. 
4. Investment Counseling Service 
These organizations possess their own research and 
analytical facilities. On the basis of this research, they 
advise clients as to the management of their portfolios and 
recommend which securities it may be advantageous to buy or 
sell in terms of specific client's investment objectives. 
Estabrook and Company is an example of such an organization. 
Any purchase or sale resulting from the recommendations 
by counselors, however, is effected through the normal broker-
age or dealer channels, and the investment counselor is 
compensated for his services on a fee basis. 
5. Over-the-Counter Dealers 
The securities of many corporations, some of them sub-
stantial proportions, are not listed on any exchange and, 
therefore, are traded over the counter. Transactions in 
this type of security are handled largely by over-the-counter 
dealers who perform functions similar to those of the broker-
age house in that they seek out buyers and sellers and 
complete transactions. Their relationship to customers also 
is similar to that of the average brokerage house. 
6. Insurance Companies 
8 
Depending upon the state laws which they are incorporated, 
insurance companies are direct investors in corporate securities.!/ 
!}Ibid., pp. 33-35. 
This writer had access to each type of organization 
mentioned above, with the exception of numbers five and six. 
The following is a breakdown of the analysts interviewed by 
organizations: 
TYPES OF ORGANIZATIONS 
Investment Trusts 
NUMBER OF ANALYSTS INTERVIEWED 
11 
Mutual Funds 
Investment Counseling Services 
Brokerage Houses 
Publishing Houses 
Total • ....••.•...•..••..•.•.••....•.. 
9 
8 
7 
5 
'4.'0" 
It is important to remember that stockholders come to 
each of these organizations for direct or indirect advice on 
investments. That is, they personally get advice, or they 
turn their money over to the institution to invest in any way 
it sees fit. No matter which method is used, the work of the 
security analyst has a direct reflection on the money that the 
stockholder has elected to invest. 
The importance of the analyst to the stockholder.-- The 
stockholder public, in general, can be broken up into two main 
divisions. One is the professional investors, who have been 
discussed above. A segment of this group consists of security 
analysts whose sole purpose is to keep itself informed about 
companies that are actual or potential investments. "This 
much smaller group of professional investors actually control 
9 
investment opinion in this country." !/ 
The second group is composed ot investors who are rela-
tively uninformed and who either own stock or are potential 
shareowners. This group consists of people who have invested 
their personal savings. 
It is a fact that most current and prospective share-
owners, if they are at all knowledgeable, turn to their 
brokerage or investment firm tor advice and counsel before 
initiating a purchase or sales transaction. A. F. Tegan, 
President of General Public Utilities Corporation, agrees with 
the opinions of others when he says, "Most stockholders acquire 
their shares as a result of information given them by brokers, 
financial advisers and trust officers."~ 
It is vitally important to remember that these men 
(brokers, financial advisers, and trust officers) receive 
their information from security analysts. It is only reason-
able that the average stockholder or potential investor should 
turn to the former sources, because they have expert and 
specialized facilities in their research depar.tmen.ts, and can 
provide judgment and skill that the averaie shareholder does 
not possess. 
Although, practically, every source of information that 
l/Effective S~ockholder Relations, American Management 
Association, bulletin, 1953, Report Number 21, pp. 5-35. 
~Ibid., pp. 5-35. 
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is available to the security analyst is also available to 
. . 
every stockholder, "the ave.rage stockholder doesn't have the 
time to begin to look at them carefully." 
The Securities Act of 1933 and the Securities Exchange 
Act of 1934, adopted by the Congress of the United States, 
gave new and essential impetus to the doctrine that investors 
are enti t.led to the fullest amount of accurate information 
concerning corporations in which they are, or contemplate, 
becoming stockholders. The Securities and Exchange Commission 
was setup to enforce these Acts. One requirement that it de-
mands a company to fulfill is that, when a company is about to 
present a new issue of stock to be put on the market, it must 
prepare a prospectus describing itself to the public. The 
prospectus, along with many many other sources, are available 
to the public. Most have already been mentioned, such as the 
annual report, quarterly report, press releases, statistical 
services and trade publications, etc. All of these amount to 
a plethora of information which allow the public a more open 
and detailed view of company operations than they have ever 
had in the history of this country. 
It is the analyst's job to take full advantage of all of 
these sources. The average stockholder is fortunate if he can 
read his paper every night and skim an annual report. One 
analyst said, "With more and more people becoming stockholders, 
it is necessary for someone to examine the operations of 
companies closely, in order to determine what fair values of 
11 
the stocks are at any one time." 
Although the regulations stated in the Security Acts of 
1933-34 are stringent, companies do not always feel free to 
give out information, especially when it is of a competitive 
nature. Even when they do, it is not always in a simple, 
clear manner. Many analysts feel that their profession makes 
it difficult for management to keep the bad news hidden from 
the public. Typical of this opinion was an analyst who said, 
"Because of our existence and persistance, we make the company 
play its cards face up, thus, the stockholder is better 
informed." 
The overwhelming majority of analysts interviewed, 32 out 
of 40, thought their work was extremely important to the 
average stockholder in this country today. Four felt that it 
was rather difficult to evaluate their influence. Some other 
comments were: 
"It seems to me that the security analyst, in throwing 
light upon the company and developing ideas, benefits the 
stockholder in the way that these ideas filter down to him 
and pertinent facts are brought to his attention." 
"It is a much more professionalized market we are having 
today because there are more analysts around." 
There is no question that stockholders are recognizing 
the value of professional advice. This is evidenced by the 
fact that more and more are turning to financial institutions 
12 
in which security analysts do the basic research. This is 
because the average stockholder (1) does not have the time to 
research all of the sources necessary to determine a sound 
investment; and (2) he does not have the specialized knowledge 
needed to understand all of the complex financial data. 
Since the security analyst has a direct influence upon 
stockholders, and because he does the basic research in the 
organizations stockholders go to for advice (mentioned in the 
last section), he has been catered to more and more by 
companies. They want to establish a rapport with him, and 
they do this through communications. 
Companies recognize and are concerned with the security 
analyst.-- As will be proven by the testimonies of 40 analysts, 
companies have become increasingly concerned about their re-
lationship with security analysts, as well as the institutions 
for whom they work. 
The analyst is extremely important from the corporate 
viewpoint, because he is the key element in winning new stock-
holders and in holding old ones. 
It must be remembered that a share of stock is an in-
tangible product whose value cannot be perceived directly from 
the paper on which it is printed. It cannot be examined in 
the same manner as an automobile, or a suit of clothes. Its 
worth lies not in itself, but in the present and prospective 
earnings of the issuing corporation. Determining the relative 
value, or approximate true value, of different corporations is 
13 
a highly skilled task involving the use of a wide variety of 
factual information. Since the average shareholder does not 
have this skill, the analyst has become the most important 
vehicle for transmitting information to them. In addition, he 
is a most valuable channel for correctly presenting the 
company's face to its stockholders. !/ 
Since he is so important, more and more companies are 
giving thought to how they appear in his eyes, and how they 
can setup and maintain adequate channels of communication. 
This is not an easy task, because there is growing competition 
for his attention. ~/ 
It is important that companies get the confidence of the 
analyst, because there are times when special circumstances 
may develop quickly which may have an important effect on a 
company's operations and require analysts to make an estimate 
as to its effect on earnings. If the analyst does not have 
adequate information on which to have the estimate, and the 
estimate is wrong, it may have a bad effect on the company's 
stock. 2/ 
Because so much of a company's welfare depends upon an 
accurate appraisal of the analyst, it is important that it 
realize that the security analyst, if left to himself, could 
!JH. s. Hettinger, op. cit., p. 31 
3/Effective Stockholder Relations, op. cit., pp. 5-35. 
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not always evaluate a given company's securities with accuracy. 
Most companies have realized that the analyst should be kept 
continually informed. In fact, "today, thousands of cor-
porations are continually competing for his attention, so 
that only those with which the analyst is already familiar, or 
those that aid him in his painstaking task, are reasonably 
certain of receiving detailed consideration."!/ 
15 
It is a misjudgment to assume an attitude of indifference 
toward the analyst " ••• by feeling that the favored position of 
the company within the industry is enough to carry it along." ~ 
An aggregate of capital, which has the favorable endorsement 
of the security analyst as a group, is in a preferred position 
as against an aggregation which has no endorsement, or whose 
endorsement is negative. For this reason, it is not surpris-
ing to see the securities of some excellent corporations, 
that have not gotten the endorsement of the analyst, selling 
at a lower times-earnings basis than is merited by their 
performance. 
It is a mark of stature when a company's securities are 
widely held. The analyst's appraisal gives the security a 
wider appeal, which can cause a broad base of stock ownership. 
This helps to insure continuity of management, and also aids 
!JH. S. Hettinger, op. cit., p. 93. 
2/The Investment ImaJe of Leading Corporations, The Public 
Index for Indusiry,rinceton, New Jersey, March 1959, p. 6. 
in creating a more stable market for the company's securities. 
A corporation with too few stockholders finds itself at a 
considerable disadvantage with so few shareowners, the diffi-
culty of a prospective purchaser to find a willing seller 
becomes inordinately great and, consequently, no real market 
b . d t . t f th I • t . 1 I can e sa1 o ex1s or e company s secur1 1es. -
Another problem that can arise is when there is sudden 
activity in the type of stock mentioned above. Dispropor-
tionate repercussions may be produced. Where this situation 
exists, the task of broadening the base of stock ownership 
usually cannot be accomplished quickly. 
It all adds up to the inescapable fact that, when cor-
porations go to the capital markets for new funds, their 
success is greatly dependent on public opinion. This means 
the opinion of investors and the opinion of security analysts 
whose work contributes to the opinions of the former.~ 
Therefore, it is important to cultivate this group of security 
analysts for its reports on a company, that is, recommending 
purchase or sales of its securities, may have a very broad 
circulation and an important effect on the market action of a 
company's stock. 
Here are some specific advantages of a program of closer 
cooperation with the security analyst: 
!JH. S. Hettinger, op. cit., p. 4. 
~Effective Stockholder Relations, op. cit., pp. 5-35. 
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1. The period needed to season securities by familiarizing 
a large group of investors with the company will be 
shortened considerably. 
2. Matters such as changes in the company's charter by 
security holders will be facilitated. 
3. Unjustified proxy battles may be prevented. 
4. Investors will have prompt and more detailed informa-
tion on which to base their judgment. This may mean a 
better price-level for a company's securities and 
reduce the magnitude of fluctuations which should 
benefit the entire investing community and our economy 
as a whole. 
5. Continuing interest on the part of the investors will 
be insured which will broaden the market for that 
company's securities. Investors are more likely to 
place their money in and pay higher prices for 
securities of companies about which they are kept con-
tinuously and fully informed; hence, in periods of 
uncertain market conditions, investor goodwill may 
mean the difference between success or failure of a 
security offering. 
6. Investors will become acquainted with the real sig-
nificance of developments within the company. This 
may help to prevent misinterpretation of facts which 
could possibly result in unnecesaary adverse market 
action in event that temporarily unfavorable operating 
17 
results are reported. !/ 
The basic underlying strength of a program of closer 
cooperation with the security analyst lies in the various 
methods that a company communicates with the analysts. 
Companies cultivate security analysts through communica-
tions.-- Communications that companies have with security 
analysts can be divided into two broad categories: {1) 
printed media; and {2) personal contacts. Although many of 
the communications within these two major categories can also 
be applied to the stockholder public in general, they will 
only be discussed here as they apply to security analysts. 
Security analysts want to be provided with a complete 
picture of the company: This includes data about the com-
pany's industrial position and long-range accomplishments. 
It also includes a knowledge of what the name of the cor-
poration represents in the mind of the public. The formu-
lation of this picture requires that the analyst go beyond 
just statistical reports in trying to develop his convictions. 
"A closer relationship to the company is desired. First, in 
aeeomplishing this is meeting with the company officers in 
person." Y 
Second, but not in a minor position in helping to build 
this closer relationship, are the various forms of printed 
!}Effective Stockholder Relations, op. cit., pp. 5-35. 
£/H. s. Hettinger, op. cit., p. 91. 
l8 
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media. These are vital because, unfortunately, many analysts 
are not able to make visits to companies as often as they 
would like, or as would be required to get a good picture. 
This problem occurs as a result of the demands on their time 
and their firm's funds. 
These written materials such as the annual report, 
quarterly report, etc., are received by both the uninformed 
investor and the security analyst. The problem with these 
media is to present the information in sueh a manner that it 
will be understandable to stockholders and, at the same time, 
will satisfy the requirements of the security analyst. One 
thing must be kept in mind, and that is the fact that over-
simplification for the sake of the stockholder must be avoided. 
One solution to this problem has been for companies to send 
the security analyst more detailed, technical information. 
Stockholders may receive this information upon request. Along 
with this problem are the ones of how to deal with information 
that is confidential, and how to cope with the constant flow 
of letters that the company gets from analysts. 
In the category of the written word, the annual report isl, 
undoubtedly, the basic document. It is one document that is 
common to all publicly-held corporations, although the form 
varies widely from company to company. It is also the document 
that is most widely read by analysts. Many companies send 
additional statistical booklets to the analyst. These book-
lets are prepared especially for persons with advanced 
knowledge on financial subjects. This booklet is not 
decorative, but it contains the pertinent data that analysts 
want. 
The annual report has been termed the "cornerstone" !/ 
of every adequate program of stockholder relations. This is 
because it generally contains completeness of detail, com-
parative data, a good financial review, some discussion of 
the outlook, a review of company operations and divisions, a 
discussion of new developments and products, all written in a 
good journalistic style. y It is essentially a detailed 
statement of the company's financial operations for the cur-
rent year. Many times, if a company is engaged in production 
or distribution of consumer goods, it may combine sales argu-
ments for its products with that of its manufacturing and 
merchandising achievements. 
"It is recognized that the annual report is 
directed to stockholders of widely varied character and 
interests. We sincerely believe that the security 
analyst group is one of the most influential groups of 
students of annual reports. The analyst appreciates an 
attractive well-written report, but he is primarily 
interested in the availability of all the essential 
facts on which to judge management's performance, 
prospects for the company and investment value. The 
annual report should be the best and most authoritative 
source of information aboul 1the company's performance, policies, and prospects." :t.J 
!/Effective Stockholder Relations, op. cit., pp. 5-35. 
2Q 
~Company Relations with the Investment Fraternity, op. cit., p.l6. 
3/Corporate Information Sub-committee, "Annual Reports of Non-
~errous Metal Mining, Smelting ahd Refining Companies," The 
National Federation of Financial Analyst Societies, 1955-56, ~,.30. 
Neat in importance in the line of written communications 
is the quarterly report of interim statement as it is some-
times called. It is essential that the analyst be regularly 
informed. Since the annual report becomes partly dead a few 
months after it is issued and the analyst must dig around to 
make certain that he has covered all happenings since it was 
written, the interim report is, naturally, of great assistance 
to him. 
More companies are furnishing quarterly statements be-
cause they have found that a well-done quarterly report can 
cut down the number of letters and phone calls from analysts 
requesting information. These reports usually contain data 
on sales and earnings, etc. 
Quarterly reports may not be adequate enough to fill in 
all the happenings between annual reports. Press releases may 
be used where quarterly reports are insufficient. These 
releases are also sent to the financial press, "but they 
usually appear in condensed or revised version." !/ The full 
press release can be sent to the analyst to supplement the 
version in the financial press. 
The release makes sure that fast-breaking news is made 
known. Two examples of fast-breaking news are: (1) when a 
company has perfected a new product; and (2) when a company's 
securities, which were previously family held, in the main, 
!/Effective Stockholder Relations, op. cit., pp. 5-35. 
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are going to be offered to the public in significant volume. 
Developments such as these do not become widely known or ap-
preciated simply because they occur. 
Some companies send their house organs to analysts along 
with bulletins and stockholder magazines. These are usually 
of a newsy and general nature. 
When there is underwriting to be done on a new issue of 
stock, a company must prepare a prospectus as explained 
earlier. It is an important source of information to the 
analyst and its preparation entails compliance with the legal 
requirements of the Security Acts of 1933-34. 
Under the heading of personal contacts, the following 
are the main ways that a company can demonstrate that it re-
cognizes the importance of the security analyst Jmofetsion: 
1. By providing top level speakers for analyst functions, 
usually held by the analyst society of a particular 
area. 
2. Special meetings to announce new developments. 
3. Plant tours for analysts. 
4. Special invitations to analysts to attend annual 
stockholder meetings. !/ 
An important opportunity for the company to meet the 
security analysts is provided by the regular meetings of the 
various chapters of the National Federation of Financial 
!/Company Relations with the Investment Fraternity, op. cit., 
~ p. 12. 
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Analyst Societies covering the nations principal financial 
centers: 
Boston 
Chicago 
Cleveland 
Dallas 
Detroit 
Kansas City 
Los Angeles 
Montreal 
Minneapolis - St. Paul 
New York · 
Philadelphia 
Providence 
Richmond 
St. Louis 
San Francisco 
The Boston Society meets once a week and has a reputation 
of being primarily concerned with very large corporations 
whose securities are rated as being especially high grade. 
In contrast, the New York Society meets four or five times a 
week. !/ 
If the corporation falls within the framework of a 
particular analyst society's potential interest, it may be 
possible to present the company's story before the group. 
"The number of companies wanting to present themselves usually 
far exceed the number of meeting dates available." ~ 
It is customary at these meetings to have the president 
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of some reasonably well-known corporation address the group. 
Other executive officers of the corporation are usually present. 
''The president's role in appearing before the society is to 
create an accurate image of the corporate personality by high-
lighting the company's achievements, its current activities, 
!}Effective Stockholder Relations, op.cit., pp. 5-35. 
~/H. s. Hettinger, op. cit., p. 152. 
important new developments and future prospects." !/ 
Sometimes it also may be desirable for the president to out-
line, briefly, the economics of the industry of which the 
corporation is a part. 
These societies publish membership lists from which a 
company may select those analysts who are most likely to be 
interested in their situation. Such lists enable the company 
to hold special meetings for select~d groups of analysts which 
may be a substitute or a supplement to the appearance of the 
company's chief executive before an analyst society. The meet-
ing can be large or small depending upon the corporate objec-
tives. Attendance can be restricted to analysts whose firms 
are important to the company. These meetings also lend them-
selves to a substantial measure of flexibility, informality, 
and personal contact. Large gatherings are sometimes very 
important in order to get broad coverage. 
These meetings may take the form of a luncheon. Companies 
which do not have a wide financial following may find a small 
luncheon to be much more effective than an appearance at an 
analyst society or lafge gathering. Small informal luncheon 
groups with five to 15 analysts have several advantages: 
1. They can be arranged on relatively short notice with 
little or no preparation. 
2. There can be many, many more questions and less formal 
speech. 
!/!bid., P• 154. 
24 
3. It is possible for the analyst to get to know the 
executives of a company on a more personal basis than 
at a large one. 
4. They can be used as a trial balloon prior to large 
ones to see what questions will be asked. !/ 
Many analysts like to see the physical operations of the 
companies in which they are interested and the best way to ac-
complish this objdctive is to arrange a plant tour. A visit 
to the company plant enables the analyst to judge for himself 
the quality of equipment, efficiency of operations and employe'~ 
morale. 
These plant tours cover their properties and territories. 
The following are some of the objectives of these trips: 
1. The analysts are given an opportunity to get to know 
the executives. 
2. They can meet the people who are responsible for the 
company's operations, in addition to the financial 
men. 
3. By seeing company property and operations, they can 
learn more about the picture behind the figures. ~/ 
"Before these tours are over, the visiting analysts can 
have an opportunity to discuss opeeations and raise questions 
with the corporation's president, for there may be queries 
that he alone can answer. A qualified senior executive, 
!/Effective Stockholder Relations, op. cit., pp. 5-35. 
~/Effective Stockholder Relations, op. cit., pp. 5-35. 
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familiar with the financial implications or what's being 
observed is usually chosen to conduct the tour. The schedule 
should not be packed too tightly." !/ 
Plant tours should be restricted to whatever number of 
analysts can be accommodated in such a manner that they can 
examine each significant process or piece of equipment closely. 
It usually highlights the principal operations so that the 
visitors will get a clear over-all picture. 
At other times, plant junkets can be conducted which 
usually are made up of a limited number of analysts and finan-
cial writers and reporters. These are similar to plant tours, 
but may last for several days. 
Some annual stockholder meetings are attended by analysts, 
although they are designed for the uninformed investor, and 
much of the discussion may not be of interest to the analyst. 
"In such a situation, a company may wish to make it known that 
the analysts are welcome, but not make a concerted effort to 
have them attend. However, there may be analyst firms which 
have such a large interest in the company's securities that 
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the analysts for those firms will be very anxious to attend." !/ 
The public relations man enters the picture.-- Since the 
company is concerned with informing security analysts through 
the various types of communications just described, a need has 
yH. S. Hettinger, op. cit., p. 158. 
~H. s. Hettinger, op. cit., p. 161. 
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grown within the company to have men particularly qualified to 
handle this job. Many companies have persons in their public 
relations department reporting directly to the chief executive. 
These departments have been established to deal with security 
analysts, stockholders and the entire financial community. 
In a recent survey by Don Cambell, Director of Public 
Relations of Standard Oil of Indiana, it was found that, in 
22 out of 43 companies reporting, responsibility for the annual 
report and other financial communications was shared by the 
public relations department and some branch of the company's 
financial department (comptroller, treasurer, accounting, 
financial vice-president's office). Public relations was 
found to have single responsibility in three companies. "All 
forty-three companies compete against each other for the at-
tention of the security analyst and distribute their 
communications to them." !/ 
One of the primary purposes of a fully integrated pro-
gram of stockholder relations is to facilitate financial 
support for the company's growth. To achieve this end, an 
adequate public relations activity is needed and is composed 
of separate programs. It provides the framework within which 
these separate programs are correlated and directed. 
Over-all activities of the Public Relations Departmen~s 
!/Don Campbell, "What Cor~orations Say About Annual Reports," 
Public Relations Journal ~May 1959), pp. 21-23. 
include: 
1. Financial relations - stockholder, security analyst, 
financial community. 
2. Industrial or labor relations. 
3. Community relations. 
4. Customer relations. 
5. Advertising. 
6. General institutional publicity. 
Since we are only discussing relations with the security 
analyst, we shall not consider the other programs of a public 
relations campaign, or any other subdivisions of the financial 
relations program. It is necessary, however, to keep in mind 
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that all these parts are interrelated by basic company policies. !/ 
The objective of public relations has bien defined as nan 
effort to win the publics' understanding and support for a 
company so that it can continue to progress, provide better 
service to the public, and operate at a fair profit in a free 
economy." Y 
Economic conditions today are dynamic, and benefits of 
carefully-planned and executed relations with the security 
analyst are particularly great. "Unless the right analysts 
throughout the financial community know of the corporation and 
are well-informed regarding its activities and view it favorably, 
!/Effective Stockholder Relations, op. cit., pp. 5-35. 
~/Ibid., PP• 5-35. 
all other efforts in the field of financial stockholder re-
lations will be relatively ineffective. !/ A continuing 
program of fully informing analysts concerning corporate de-
velopments can produce salutary results in periods of temporary 
adversity. If there is confidence in the company, and if the 
problems encountered are clearly of a temporary nature, it is 
possible, by frank statement, to retain analyst loyalty and 
sometimes to maintain the evaluation of a corporation's 
securities on the basis of their long-range value. 11Smaller 
companies through extra effort in taking their case to 
analysts can get recognition beyond expectation." Y 
A well-directed program of disseminating the right in-
formation in the right form, in the right place, and at the 
right time can go a long way toward insuring a continued 
proper evaluation of a company's securities. 
The officers of a corporation have available a gold mine 
of information about the company and its industry. The public 
relations directors are well qualified to select from the mass 
of background material, the topics suitable for use in press 
releases to newspapers and financial publications. Why does 
one company obtain so much more financial publicity than an-
other corporation in the same industry? The reason: an alert 
public relations director who has assembled a variety of 
!JH. s. Hettinger, p. 55. 
£/Investment Image of Leading Corporations, op. cit., p. 7. 
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information which is newsworthy to the financial press. 
The public relations officers and counsel are trained to 
understand the needs of the stockholders of industrial cor-
porations and financial institutions. They have the unique 
opportunity to plan the communications which are sent to 
analysts thhoughout the year. They can detect trends in tech-
niques and production which might prove effective in influencing 
opinion. !/ 
The success or failure of a shareholder relations program 
or campaign to inform the investing public sometimes hinges on 
the amount of cooperation and counsel provided by the public 
relations director. ~ 
The advantages accruing from a comprehensive and consistent 
financial and stockholder realtions program are imminently 
practical. There is an increased liklihood that the company's 
securities will be properly evaluated in relation to other 
concerns operating in the same or closely allie~ fields by 
security analysts and that, therefore, the market price of its 
stock will reflect fully and accurately the corporations 
position, earnings and prospects. 
For example, an enterprise whose position has changed 
from one of substantial profits to considerable losses in the 
period of a single year may be able to maintain the loyalty 
m1 h, Judging the Value of Annual Reports, pamphlet 
pp. 2-17. 
~~., pp. 2-1¥. 
of security analysts which will help the company through this 
touch period, considerably. As a result, they may experience 
only a slight decline in the market price of their securities. 
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CHAP'rER II 
THE CRITERIA USED BY THE SECURITY ANALYST 
TO EVALUATE CORPORATE CO~IDNICATIONS 
In the first chapter, we have discussed the security 
analyst and have covered many aspects of his job: who he is, 
what he does and where he works, etc. We know that he plays a 
very important part in helping to establish the value of a 
company's securities, in the way that he investigates the 
company's financial position by earnest, detailed study. He 
also has an important influence on the decisions of stock-
holders, in that the advice the stockholder receives from his 
8rokerage house, investment trust, or investment counselor, 
etc., is basically founded upon the analyst's research 
activities. 
We have also learned that companies try to keep the 
security analyst informed about themselves. By doing this, 
they help him in his task of evaluating the worth of their 
securities. The informing process is carried out through the 
various vehicles of communications that have already been men-
tioned under the general categories of (1) printed media; and 
(2) personal contacts. Since, in many companies, the job of 
communicating with the security analyst is assigned to the 
public relations man working in conjunction with the financial 
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department of the company, it is necessary that the public re-
lations man lmow the criteria used by the security analyst to 
evaluate the corporate communications written and organized by 
him. This, naturally, will aid the public relations man in his 
job of writing and organizing communications that will better 
suit the needs of the security analyst. 
Therefore, this second chapter will be devoted to dis-
covering what some of the criteria used by the security analyst 
are. The chapter will be based upon the interviews that were 
conducted for this thesis. The questions asked of the security 
analysts have been divided into the three broad categories of: 
(1) general questions about communications that are sent to 
the analyst by the company; (2) questions about printed media; 
and (3) questions about personal contacts. The questions in 
the questionnaire, falling into the above categories, have 
been broken down still further into more specific subdivisions. 
GE~~RAL QUESTIONS 
The first set of questions deals, generally, with com-
munications that are sent to the security analyst. 
Since so many companies are competing for the attention 
of the security analyst, it seems apparent that he must receive 
a great many communications - possibly too many to read 
thoroughly. If this is the case, how does he choose what he 
will read, glance at, or eliminate immediately? It is of value 
to know the mail opening habits of the analyst to see what 
kinds of communications he actually reads carefully. Question 
one - deals with this subject. 
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• 1. "IF YOU .ARB RECEIVING TOO MUCH MAIL TO READ THOROUGHLY, HOW 
DO YOU COPE WITH THE PIWBLEM OF WHA'r TO ELIMINATE .AND WHAT 
TO READ?" 
Most of the analysts said that they are forced to throw 
over a great deal of the mail that they receive, unopened. 
They agree that their methods of choosing what to eliminate 
are not always the most logical, but that "it is a question 
of time." There were some analysts who said that, they "try 
to wade through everything that comes across their desk," but 
these were in the minority. 
One analyst expressed the opinion of many others by 
saying, "Experience has aided me in this problem." It was 
explained that, in the beginning, a young analyst has to read 
most everything, but that "he soon learns to separate the 
wheat from the chaff." 
The majority of analysts agreed that there is just too 
much to cover. 
The following are comments made by security analysts 
telling how they do cope with the mail problem: 
11 If the company is of interest, or is owned by us, com-
munic$.tions about it are put in the files once a week." 
"I open everything that comes to me, sorting depends on 
the current work lead." 
"Firstly, you eliminate anything from industries you are 
not following. Secondly, you become acquainted with 
these people or companies that you feel do a good job, 
and whose opinions you respect.n 
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"Actually, most company reports I do not read because 
they are very often covered in the newspapers." 
''Many times when you see figures in a communication you 
will look at them before the name of the company." 
"Anything that is duplicated is eliminated, and there is 
too much duplication." 
11 If I recognize the company's name, I will open the com-
munication, otherwise I will throw it away." 
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"It's a matter of personal prejudice to a certain extent, 
Publications by other analysts are probably more important 
than company reports, but company reports are important 
for the basic facts and figures." 
nMost of it, I just note that it's here and shoot it back 
to the company files until I have time to work with it." 
"I try to look at the ones that come directly from the 
company and not from outside public relations counselors." 
"I like the stuff addressed specifically to the analyst. 
Stockholder communications are useless for the most part." 
"I always try to read annual reports, quarterly reports 
and other official reports of the companies I'm interested 
in." 
"I've developed a knack of scanning and a sense of feeling." 
"A company's annual report usually sets the tone for all 
of their other communications. It is a direct reflec-
tion of the managements' approach and attitude toward the 
investor." 
"I can tell by the envelope if the communications are 
worth reading or not." 
Question two - asks the question of whether or not it is 
important to the analyst if the company is coaparative in 
sending him information. His answers can guide the company 
as to how great an effort should be made on their part in co-
operating with him by having an adequate program of communica-
tions. 
2. "IS IT IMPORTANT WHETHER OR NOT A COMPANY IS COOPERATIVE IN 
SENDING YOU INFOrut.ATION?" 
YES 
-
24 
DEPENDS 
10 
NO 
-
6 
Although most of the analysts said that a company's co-
operation with them in sending communications is important, a 
good many said that it does not necessarily determine whether 
or not they will invest in that company or not. A smaller 
amount did actually say or hint that it would definitely make 
a difference. All but three agreed that it at least made it 
easier to analyze the company and to help arouse interest. 
They also felt they could do more justice to a company that 
was cooperative. One analyst expressed this by saying, "It 
helps my work, and I can be more effective when communication 
avenues are kept open." 
Sample comments of those who said "it makes a difference:" 
"It certainly does make a difference. Several companies 
publish very little financial data, and as a result it 
is difficult for us to analyze their financial standing, 
and their product lines." 
"It certainly does. My attitude toward a company fre-
quently depends on the amount of information they 
provide or how willing, or receptive, or agreeable they 
are toward giving additional information as I request 
it." 
"It colors our op1n1ons. Especially if it is difficult 
to get information that would not hurt the company's 
competitive position, but they use this reason as an 
excuse." 
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Sample comments from those who said, "it depends," or "it makes 
very little difference if any:" 
11 Some companies are very interesting, but disclose vary 
little information. Actually, I don't mind this because, 
if you can ferret it out, you are that much ahead of the 
other guy." 
"A lot of communications that companies put out are not 
useful anyway. This is because it is put out by public 
relations firms and is completely wasted effort." 
"It makes little difference as long as they send the 
annual and interim reports. Most of the material that 
companies send in newsletters and the like, I can get 
from the newspapers or the statistical services." 
.,Basically, it doesn't matter, because we try to call on 
the managements of these various companies at least once 
or twice a. year. If we get the quarterly reports and 
annual reports, we are satisfied. 11 
"I try to be more objective, but I may tend to favor 
those companies which cooperate." 
Generally, it seemed essential to know if the communica-
tions that companies send are adequate enough to suit the 
needs of the analyst. The answer would be of value in know-
ing whether he desired more communications than he is now 
receiving. Question three asks about this. It asks for a 
quantitative answer. Questions requiring qualitative answers 
are asked further on in the questionnaire. 
3. "IN GENERAL ARE THE COMMUNICATIONS THAT COMPANIES SEND 
CONTINUOUS ENOUGH TO SUIT YOUR NEEDS?" 
YES SOME NO 
-
29 7 4 
Most of the analysts interviewed felt companies are 
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cooperating more and more in fulfilling their needs. "It is 
amazing how much better corporate reporting has gotten, besides 
annual reports and quarterly reports they send us other studies 
about the industry." The analysts also felt that they, at 
least, wanted information from a company on a quarterly basis. 
But some want on to say that they want information more often 
than this. "A monthly earnings-statement is not even enough. 
I want a monthly communication telling me how business is going 
and if there are any unexpected developments that could not be 
perceived." 
Although the opinion most expressed was that communica-
tions are continuous enough, analysts still report that there 
are companies that they are forced to call constantly because 
they hardly publish any information about themselves at all. 
One analyst expressed the opinion that, "Ideally, a com-
munication should come when needed, like when some underlying 
change takes place. They should not only send them on the 
basis of the calendar." This is an important point that most 
analysts stressed and should be adhered ~o by a company if it 
truly wants the full support of the security analyst. 
The fourth question involved the analyst's ego to a 
certain extent. It did so by asking, does he feel privileged 
to receive special news about a company before the average 
stockholder? In other words, even though it is his job to 
analyze a company's securities, and he knows that he is much 
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better equipped than the average stockholder to study them --
does he still respect the position of the latter? 
4. "DO YOU FEEL THAT YOU SHOULD BE THE FIRST TO RECEIVE SPECIAL 
NEWS, THAT IS BEFORE THE STOCKHOLDER PUBLIC IN GE:t-."ERAL?" 
YES 
5 
SOMETIMES 
13 
NO 
22 
This was a rather touchy question and, although the ana-
lysts tried to give a definite answer, they had certain 
reservations. Almost all of the analysts answering "yes" to 
this question said, "I would like to have advanced information 
but, in all fairness to the stockholder, I don't feel that I 
should get it any earlier." In other words, "All information 
should be distributed at the same time and in the same amount 
to all stockholders and analysts alike.n One analyst even 
said, "No, the stockholder should receive it first." Another 
added to this by saying," •••• but I will try to get it first." 
They also indicated that this question had many moral 
implications, and the company must be very careful. "After 
all, we are all stockholders, we may be major ones, but we are 
still stockholders." 
Sample comments of those answering they nshould not be first:" 
"We have no right to that." 
"I don't think security analysts, as a group, should re-
ceive information on key developments sooner than the 
public at large." 
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"We should get it at least as soon as anyone else." 
"I don't think we should be privileged in that respect." 
Sample comments of those answering, "sometimes" or "yes:" 
"No, unless I just happened to be on the scene and asked 
a question that happened to touch on a particular subject." 
"If we are following a company very closely and have close 
contact with management, the chances are we will know 
that information before it is made public." 
"I think we should receive it on an equivalent basis and 
then it's up to us to go out and get them. That's what I 
say is our job. We should know them well in advance by 
going out and contacting management. That's the guts of 
our job, to get the information ahead of time. That's 
what we're paid for." 
ni think we should be treated on an equal basis as far as 
published material is concerned. As far as talks are 
conderned, we appreciate what would be considered off the 
record." 
"Yes, where we have large holdings." 
"By and large, I think a company's best interests are 
preserved by informing security analysts, not earlier, 
perhaps, but better than the average guy who owns 15 
shares." 
"Yes, we want to know management so well that we can call 
them on the phone and get the answers. 11 
Question five - asks the analyst about how willing a 
company is to convey bad news in comparison with the good. 
As a part of this same question, he was also asked if it means 
anything to him when the company has a policy of hiding prac-
tically nothing? This question was asked so that companies 
could appraise themselves according to what the analysts 
answered. That is, what is their policy and how do they think 
analysts would categorize themselves? 
5 • ''DO YOU FIND COMPANIES ARE AS WILLING TO CONVEY BAD NEWS AS 
WELL AS GOOD NEWS?" 
YES 
-
3 
VARIES FROM CO. TO CO. 
13 
NO 
-
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5-A. "WHAT DCES IT MEAN TO YOU WHEN A COMPANY HAS A POLICY OF 
GIVING ALL THE FACTS HONESTLY'?" 
As might be expected, no analyst denied that it does mean 
a great deal when a company is honest with them. One analyst 
expressed the opinion of a great many others by saying, "It 
is so valuable to us, that many times we might try to see them 
through their troubles if they are honest and fair. We have 
dropped companies who have only blown their horn when things 
were good and refused to talk when they got bad.u 
The following are different opinions given on this question: 
11 You can't help but think more of management, and this 
is top factor in appraising mana.gement.n 
"If I know the management is honest, it removes me of the 
responsibility of having to evaluate them from a. psycho-
logical point of view. In other words, you can get 
straight to the heart of the matter." 
"I have more confidence in the management and feel they 
are more realistic to the facts of life if they do," 
''We certainly check back about what they have said in the 
past. If they have been reliable, we take their word, if 
not, we take what they say with a grain of salt." 
"The company is definitely up-graded in my mind." 
uThe best companies that I know do not withhold a thing." 
41 
• 
• 
• 
"Our door will always be open to them.n 
The sixth and final question in this section wanted the 
analyst to, very generally, list, in order of preference, the 
four best sources to which analysts can go for information 
about a company. Many of the sources listed are ones over 
which the company has very little or no direct control, such as 
statistical services, brokers, banks, and underwriters, other 
analysts, trade associations, competitors, ~ecurity and Ex-
change Commission, stock exchange reports (since all companies 
have similar definite requirements in composing these reports, 
there is little room for creativity), and government bureaus. 
All the above, plus company customers, have not been covered 
by the questions in the questionnaire. However, this question 
does allow the company to see how analysts rank the sources 
over which the company does have direct control, so that they 
will know how important their communications are. 
6. "LIST IN ORDER OF PREFERENCE, THE FOUR BEST SOURCES TO 
WHICH AN ANALYST CAN GO TO GET INFORM..ATION ABOUT A COMPANY." 
The analysts chose, "The Company Itself," as the best 
source to go for information about the company • 
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The following is a statistical breakdown in order of 
preference: 
SOURCES 
Company Itself ••••••••••• 
Company Reports •••••••••• 
Statistical Services ••••• 
(Moody's, Standard and 
Poor's.) 
Brokers, Banks, Under-
writers 
Analyst Meetings ••••••••• 
Other Analysts ••••••••••• 
Trade Associations ••••••• 
Company Customers •••••••• 
Business Publications •••• 
Competitors •••••••••••••• 
Security & Exchange 
Commission 
Stock Exchange Reports ••• 
Government Bureaus .•••••• 
(Handling the Industry of 
the Co.) 
Total •••••••••••••••• 
First 
Choice 
36 
2 
1 
0 
0 
0 
0 
0 
0 
0 
1 
0 
0 
40 
Second 
Choice 
1 
16 
6 
3 
3 
2 
3 
2 
1 
2 
0 
1 
0 
40 
ORDER OF CHOICES 
Third 
Choice 
0 
6 
7 
12 
4 
3 
1 
3 
3 
0 
0 
0 
1 
40 
Fourth 
Choice 
1 
2 
9 
7 
7 
5 
3 
5 
2 
1 
0 
0 
0 
40 
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PRINTED AffiDIA 
The various forms of printed media that a company sends 
out are covered in this second section of chapter two. They 
are: 
1. The annual report. 
2. The interim report. 
3. Special bulletins, magazines, newsletters. 
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4. Press releases that are reprinted in the financial press. 
Since the annual report is the most important single com-
munication that is sent to the analyst by the company, it has 
been given more attention in the questionnaire than any of the 
others. This report takes the longest amount of time to pro-
duce, contains the most detail, and requires the greatest amount 
of planning and thought. 
Many of the questions that have been asked about the annual 
report, however, will have implications that can be applied to 
all of the other types of printed media listed above. 
Starting off the set of questions about the annual re-
port is a question (7) that was constructed to provoke the 
analyst a bit, and it did. The reason for asking such a ques-
tion was to lower the analyst's guard and try to get him to 
state what he really looks for, generally, in the annual report 
and other company communications. That is, is he interested 
in figures and that's all -- or does it pay for the public 
relations man to write a report containing subjects such as 
researcb and development and sales outlook, etc? 
7. "IT HAS BBEN SAID THAT ANALYSTS ARE ONLY INTERESTED IN THE 
FIGURES THAT APPEAR IN THE ANNUAL REPORT - IS THIS TRUE?" 
!2. 
36 
IN SOME WAYS 
2 
YES 
-
2 
No analyst would deny that a company's figures are an 
essential part of security analysis. The word "only 11 in this 
question made the great majority answer, "No" to this question. 
In fact, this question even made many of them become more 
emotional than any of the others. Although most gave no extra 
comments, their ''noes" were very emphatic. 
Sample comments of those analysts answering 11 no:" 
"No, there are many other factors than statistics that 
influence security analysts, and this is comething I 
constantly harp on." 
"No, this can be evidenced by the increasing number of 
trips and calls that we make." 
"No, figures do speak for themselves in many instances, 
and are probably a very good measure of management, but 
we do have to go beyond." 
Sample comments of those answering, "yes," or "in some ways:" 
"Yes, basically, we want figures. I often say, "I can't 
put that one in my slide rule. What one word may mean 
to the management of a company may mean something else 
to me." 
"Yes, they form the basis for further analysis and we 
have to have the figures.n 
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The eighth and nineth questions are much more specific 
and inquire about definite devices and subjects that are con-
tained in almost every standard annual report produced today. 
These two questions want to know, which of these subjects and 
devices does he look at and want in an annual report and which 
of these does he feel are superfluous. 
Devices asked about were: 
1. Statistical features giving long-term trend figures. 
2. Comprehensive notes to the financial statements. 
3. Charts and graphs illustrating important trends. 
4. A one-page summary of highlights of the year. 
5. Pictures illustrating company plants, products and 
processes. 
6. Short condensed financial statements in addition to 
regular ones. 
Subjects asked about were: 
1. Discussion by management of factors affecting last 
year's earnings. 
2. Description of company research activities and new 
product developments. 
3. Outlook for company sales. 
4. Trends in the industry as a whole and the company's 
relative position. 
5. Explanation of company dividend policy. 
6. Industrial relations problems affecting company 
operations. 
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8. nHERE IS A LIST OF DEVICES USED IN MAl'IY Al~NUAL R.b;PORTS 
TODAY, WHICH DO YOU FEEL WOULD BE VALUABLE TO YOU AND WHICH 
01-l'EB WOULD NOT?" 
8-A. "A STATIS'l'ICAL FEATU'R.E GIVING LONG-TERM. TRE~1> FIGURES A~l) 
FINANCIAL AND OPERATING RESULTS?" 
YES 
35 
FAVORABLE BUT NOT ~~CESSARY 
4 
NO 
-
1 
~UlriBER OF ANALYSTS HOW LONG? 
29. • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • 10 yrs. 
6 • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • 5 yr s . 
5 . • . . . . . . . . . . . . . . . . . • . . . . • . . . . . . . . • . . . . 15 yr s . 
The majority of analysts answered that it is essential 
in any annual report for this device to be incorporated. 
Twenty-nine out of 40 wanted it to cover a ten-year period. 
Sample comments: 
"Very helpful over a business cycle." 
"Yes, for the last 10 years, pre-war is unimportant." 
"Helpful, but not needed every year because we keep our 
own records. It is of the most benefit when there has 
been a change in the corporate setup, particularly if 
there has been an acquisition." 
"No, except for the point where they might summarize 
their source and application of funds over a. period of 
time. The balance sheet and income statements can be 
gotten from almost any statistical service, anyway." 
8-B. "COMPREHENSIVE NOTES TO THE FINANCIAL STATEMENTS?" 
YES 
38 
WITH CONDITIONS 
2 
Here, the figure 38 speaks for itself. The analysts 
47 
48 
really felt this part of the report a must. One said, "The 
more notes the better." The reason they felt so strongly was 
well expressed by one analyst who said, •'They are invaluable be-
cause the material in the annual report does not mean much 
without some explanation." 
Other sample comments explaining why these notes are essential 
were: 
"Yes, they are essential, we have to know about unusual 
charges or tax credits or reserve setups for future pos-
sible contingencies. Depreciation and plant accounts 
must also be included." 
"These should cover possible questions that might come up 
when it is obvious that someone is going to analyze the 
information. They should anticipate this unless they are 
ashamed of something and don't want to sa.y it." 
"When the notes are important, they should be treated in 
a. separate section. It is possible to hide things in 
these notes. Shift in depreciation statements should be 
discussed in this part of the report." 
"Changes in accounting methods or non-recurring profits 
must be stated." 
Comments stated with conditions: 
"They don't have to be too comprehensive becau'se they can 
be answered in my own personal interviews with management." 
"The more comprehensive they are, the more likely some-
thing is wrong with the figures." 
8-C. "CHARTS AND GRAPHS ILLUSTRATING IMPORTANT TRENDS?" 
NO VALUABLE 
8 
HELPFUL 
16 
NOT IMPORTANT 
12 
-
4 
The analysts were pretty well split on this question. 
And as the survey indicates, very few were enthusiastic about 
charts and graphs. Most would really like tables of figures. 
There are several problems that analysts have found when 
graphs are used: 
l. Unless they are prepared for the professional, they 
are rather elementary. 
2. Many times they will only show the good trends and omit 
the bad. 
3. Graphs depend on the base that is used. They often 
look better than they really are. 
4. Two companies have to be compared on the same graphs 
for the graph to mean anything. 
5. A graph can be made to do anything. 
Although these problems were recognized and pointed out 
by many analysts, they all agreed that charts and graphs are 
necessary for the average stockholder. 11 They help spark up 
the report." 
Comments by those analysts in the categories of "valuable," and 
"helpful:" 
"'l'he more the better, absolutely." 
"A pictorial presentation is worth more than many words." 
"Sure, graphs are a lot easier to read than tables." 
"They can highlight changes and make you conscious of 
them. If just the figures were given, they might not 
make you aware as quickly and as easily as the chart." 
Comments in the categories, "not important" and "no." 
49 
"Charts and graphs are often in lieu of proper statements." 
"All we want are the statistics in columns." 
"A statistician can make a liar out of anybody, depending 
upon how he draws his graphs." 
"Graphs can sometimes provide you with a poor prospective 
and should only be used as a supplement." 
"Sometimes they are interesting, but usually there are too 
many and they only are used to build the company up. For 
example, net worth will always continue to build up as 
long as the company stays in business. It may look very 
impressive, but it doesn't mean anything." 
"I call most graphs 'gee whiz' graphs." 
8-D. "A ONE PAGE SUMMARY OR HIGHLIGHTS OF THE YEAR?" 
VALUABLE 
9 
MmDERATEL~ BEkPFUL 
21 
NOT VALUABLE 
10 
Analysts feel that they want this near the front of the 
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report, because its value lies in the fact that it is a valuable 
source for quick references. It doesn't really make too much 
difference to them, in the way that they "must dig out the de-
tails, anyway." In other words, if it appears in more detail 
in another part of the report, they must study it very thoroughly. 
They, therefore, prefer the coverage of the highlights to 
cover much more than one page when it appears in detail. 
"Coverage of the highlights are essential, but I like them to 
be at least three or four pages." 
The majority of the analysts, although they did not feel 
the summary was of great value to them, did feel that they 
should definitely be included in the report as an aid to the 
average stockholder, or to the hasty reader. 
8-E. "PICTURES ILLUSTRATING COMPANY PLANTS PRODUCTS Alii'D 
PROCESSES?" 
V.t\.LUABLE 
8 
MODERA1'E VALUE 
18 
NO VALUE 
14 
Most analysts felt this device to be of moderate value 
or no value at all. The reason many of them felt this was 
because "many companies throw in a lot that are unnecessary." 
"Some of them are National Geographies. When the report is 
taken up with too many artistic devices, it makes me sore. It 
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wastes my time and takes me too long to get anything out of it." 
Although most of the analysts did not express their 
opinions with the vehemence of the man giving the latter quote, 
they did say that the most valuable part pictures played was in 
showing them something unusual or new. 
Again, as with the last two subjects (C., D.), the ana-
lysts did feel that "a. certain amount of the pictures and art 
work are necessary to even get the average stockholder to be-
gin looking at the report." 
Sample comments explaining the value or moderate value of 
pictures: 
"Yes, I'm all for this. I like a very complete report. 
I would say that art work is quite attractive. It's 
the same with anything, like a meal that is attractively 
prepared, it makes you feel like eating it. You want to 
see plants and products in order to tell if they are new 
or old." 
"I'd say it's probably more effective than we realize. 
Presenting the report effectively and setting it up pro-
perly would probably make me read the instrument, where 
I wouldn't otherwise do so. We are all subject to this I 
think. It really deserves a lot of consideration." 
.............. ______________________ __ 
"The need is becoming great, particularly in the elec-
tronics industry where you don't know the difference 
between one gadget and another. Plants aren't very 
interesting, and processes are more for my personal in-
terest." 
"Art, meaning layout, presentation, type and pictures 
might sway a person's decisions if he had two companies 
that were comparable and one had pretty pictures and the 
other one didn't. At least he'd find himself immediately 
more interested." 
"It makes the report interesting and breaks up the mono-
tony, but it is a. minor factor and not too useful." 
"So, so, it plays a very small part with the analyst be-
cause he should know all this information." 
Sample comments of those saying, "no value": 
"I'm not interested, I'll see all the ones I'm interested 
in personally. 
"They should be kept to a minimum." 
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"I'm more interested in what they say in words and figures." 
"I don't feel that it has any function, a description in 
words is better." 
8-F. "SHORT CONDENSED FINANCIAL STATEMENTS IN ADDITION TO 
REGULAR ONES?" 
VALUE 
12 
MODERATE VALUE 
8 
NO VALUE 
19 
Those analysts who felt that this device was not of value 
to them, felt that it did have value to the average stock-
holder, who did not want to go into detail. They expressed 
that it would serve no purpose to them if there was going to be 
a more detailed statement later in the report. "No value so 
long as we have the regular profit and loss sheet." 
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The analysts who thought that this was either valuable or 
moderately valuable, agreed that "it's good because you can't 
glance through the whole report as soon as it comes in, so if 
there's a brief on the first few pages, it's a big help." Some 
said that "if there's a problem it will ball your attention to 
it right away." Others said that "it is an aid to looking into 
a company that you've never seen before in order to get an idea 
where they stand." 
No matter into what category their answers fell, they all 
agreed that this device should not be included at the expense 
of other sections. 
9 • "HERE IS A LIST OF SUBJECTS THAT MIGHT BE COVERED IN REGULAR 
COMPANY ANNUAL REPORTS, IN ADDITION TO FIANACIAL AND STATIS-
TICAL INFORMATION. WHICH ITEMS DO YOU FEEL WOULD BE OF 
VALUE TO YOU AND WHICH ONES WOULD NOT?" 
9-A. "A DISCUSSION BY MANAGEMENT OF FACTORS AFFECTING LAST 
YEAR'S EARNINGS?" 
YES NO 
- -
39 1 
The "yeses" in answer to this question were overpowering. 
The comments ran from "essential," to "very great," to "a 
definite benefit." 
mne analyst summed up the statements of most of the others 
by saying, "We are interested in past facts and figures to 
study the past so that we can better predict the future." 
The person making the single comment said, "I should al-
ready know these ... 
\, __ -
9-B. "A DESCRIPTION OF COMPANY RESEARCH ACTIVITIES AND NEW 
PRODUCT DEVELOPMENTS?" 
YES 
38 
SO.METIMES 
2 
Here, again, the replies were one-sidedly in favor o~ 
coverage of these subjects. One analyst expressed it by 
saying, "This is the department of the future." Others said, 
"There is more of a need for this in newer companies with great 
technological changes." 
These answering sometimes said: 
"Of some value." 
"In some instances, yes, depending upon the industry." 
9-C. "OUTLOOK FOR COMPANY SALES?" 
YES SOMETIMES NO 
36 3 1 
It was the opinion of the analysts that this is "terribly 
important.n As the number 36 indicates, they feel this is 
vital to effective analysis. 
There are two conditions that the analysts want followed 
by the company in giving this information: 
1. That they be specific. 
2. That they be reasonable in their estimation, and in-
telligent rather than promotional. 
One of the analysts who said, "sometimes," expressed this 
opinion: "I appreciate the companies opinions; that doesn't 
necessarily mean I'll take them. It does give me an idea of 
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where they think they are heading." 
9-D. "TRE~1)S IN THE INDUSTRY AS A WHOLE, AND THE COMPANY'S 
RELATIVE POSITION?" 
VALUABLE 
21 
MODERATE VALUE 
10 
NO VALUE 
9 
"Is the company gaining or losing and why? This is what 
I want to know about the company's position in the industry." 
This was the reply given by most of the analysts who sa.id th§y 
thought the coverage of this subject in the annual report was 
valuable. 
Those who thought it was of no value said, "This is some-
thing you rarely find out anyway, and when you do, it's only 
when the company is improving its position." 
Many analysts said, "it would be useful, but it must be 
consistent." This is because, "investments are decided on a 
relative basis." 
Although this may be useful, the problem was stated that, 
"a company can also give away its competitive position which 
is a vital secret." "If they did this," said an analyst, "I 
would probably lose respect for them." 
9-E. "EXPLANATION OF COW~AN"Y DIVIDEND POLICY?" 
VALUABLE 
9 
MODERATE VALUE 
18 
NO VALUE 
13 
Many of the analysts who said that this information is of 
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"no value," expressed this opinion because they "very rarely 
are given this information by the company." One analyst said, 
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"The only time I've ever seen it done was in a certain company's 
report, back in the 30's." There were some analysts who said 
it is of no value or interest to know. 
Sample comments from analysts feeling this way were: 
"The explanation is always the same with every company; i 
can practically recite it word for word." 
11 It's usually quite obvious, but if they want to tell you 
about it, it's all right with me." 
"Most of the time these are innocuous statements. Unless 
they definitely plan a dividend increase will they ever 
say anything."· 
"It's very rare that they will appear honestly in a public 
statement. Management is afraid to commit themselves.n 
Other analysts expressed the value of this information by 
saying: 
"It is valuable from a market point of view." 
"It's only good if you get it from the management directly." 
"Very important, it doesn't have to be done on an annual 
~,basis." 
11 lt can be done with the understanding that it's not a 
guarantee." 
9-F. "I~~USTRIAL RELATIONS PROBLEMS EFFECTING COMPANY OPERATIONS?" 
VALUABLE 
12 
MODERATELY VALUABLE 
9 
NO VALUE 
19 
When analysts answered this question, they measured the 
value of receiving this information as against the other data 
................ ______________________ _ 
in this qaestion (A, B, C. D. E). Most of them said it was of 
little or no value and gave no extra comment. 
Those who commented that it has "some value" commented as 
follows: 
"To determine relations with labor is to know from where 
problems emanate. This, of course, will determine other 
policies." 
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"It makes qualifications to the long and short-term trends. 
In problems between labor and management, I feel the truth 
is always somewhere in the middle." 
"If an essential problem should arise, it is important; 
if it is run of the mill it is not." 
"It gives the small stockholder a forum in which to take 
an interest. More read the problems of their companies 
than I thought." 
"In some industries, it is more important than in others, 
and in those companies where it is of vital importance, it 
should be discussed. For example, one company is currently 
having important labor negotiations, and it is obvious 
that this must be discussed." 
In question 10 the analysts were asked to name other sub-
jects or devices that were not included in the lists above. 
These consisted of ones about which they had personal feelings 
or they felt do not appear in enough annual reports. 
10. "CAN YOU NAME Al-o'"Y OTHER SUBJECTS OR DEVICES THAT HAVE NOT 
BEEN MENTIONED, AND WOULD BE OF VALUE IN THE ANNUAL REPORT?" 
l."There should be a discussion and review of managements, 
periodically, including such qualifications as: age, 
educational background, management background in this 
company and in former jobs. This is personal, but you 
get it in proxy statements and the prospectus. These 
items could be included once every few years or when-
ever replacements are made and new qualifications are 
added, i.e. what books have they written1" 
2. "A self-appraisal of the company's marketing techniques 
and problems and labor relations should be discussed as 
well. A list of the company's most important trade 
accounts should be given and a breakdown of how im-
portant these are in terms of total volume. Technical 
industries should give a breakdown of research activi-
ties. The problem here is how to classify it." 
3. "The proposed capital budget should be given, and 
whether or not it will involve financing. If so, how 
are they going to get their money? Can foreseeable 
programs provide it internally, or is a trip to the 
., 
money market needed·" 
4. "Executive salaries and shares in the company as it ap-
pears in proxy statements." 
5. nA ten-year summary of sales by divisions income by 
divisions is not expected for competitive reasons." 
6. "If the business is a multi-type business, there should 
be a statistical breakdown by divisions." 
1. "Cash flow and source and applications statements, i.e. 
property and dividends." 
8. "Breakdown of the business by products and markets." 
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9. ".A supplement with 20 times the number of figures given 
in the average annual report." 
10. "Discussion by management about what position they held 
prior to their present position." 
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11. "Indication should be given about what types of indivi-
duals and shares in the company, whether it be 
institutions, insurance companies, or individual accounts. 
No specific names should be mentioned. How much is 
owned by each?" 
1a. nA company should indicate when it is going to introduce 
a new product and predict the relative importance to 
total sales." 
13. "Describe the management training programs. What is 
being done to develop younger management. This is im-
portant from the long-term point of view." 
14. "There should be a description of what the company is 
doing to sell its products and make its name known • 
.Are the stockholders being recruited as much as pos-
sible as potential customers, and are they being made 
salesmen for the company?" 
15. ".An indication should be given about the cash position. 
Is it strong or not? .A lot of companies may have cash 
tied up in inventories, which is not realizable im-
mediately. If they are not explained in an outright 
fashion, the stockholder may not know how to look for 
these things. Inventories are called current assets, 
but they are not current, if you can't sell them, so 
what good are they as current assets?n 
16. "Are there any long-term projections about competitive 
aspects in the industry at a given time? This is be-
coming more important because most industries are 
operating in an area of over-capacity." 
17. "There should be a breakdown of depreciation. Most 
companies include this with other expenses." 
18. "More emphasis should be placed on the company's 
ability to maintain its profit margin. What are the 
factors that influence this one way or the other? 
This would also include an explanation as to why the 
margin is such as it is and why it is taking the trend 
that it is taking." 
19. "There should be an explanation of the company's profit 
consciousness. The profit motives of companies are 
rarely discussed, and yet this is the basic function 
of management." 
Analysts were also asked what they want in the 
president's letter (11) p.6~ ). This letter usually intro-
duces the annual report and helps to set the tone of the 
entire report. 
11. "WHAT DO YOU EXPECT IN THE MESSAGE FROM THE PRESIDENT?" 
60 
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"The president's letter is very important and we all read 
it, but many times it is not worth reading." Most of the ana-
lysts do look to the president's letter for certain information. 
"Good news and bad should be presented in this letter, because 
people look to the president as the spokesman for the company." 
About three fifths of the analysts agreed that his letter does 
not have to be overly specific, but that it should cover certain 
basic information. 
The following is a list of subjects that analysts want to see 
presented in the president's letter: 
1. "A discussion of the future and what he thinks will 
happen." 
2. "What has happened to the company that year should be 
explained in the easiest and simplest way possible." 
3. "I would like to see him highlight his letter with an 
incident that happened furing the year, as an example 
of the problems that faced the company in that par-
ticular year. Use that as the center part of the 
letter rather than going into straight pluses and 
minuses. This would be something a little different 
than the normal approach." 
4. "Give three or four main points which can be looked 
for in the coming year. This is rarely done." 
5. "If the president's letter is a primary part of the 
text, we want him to explain the trends in the 
industry." 
6. "It should be a brief summary of what will be pre-
sented inside the report." 
1. "Prediction of the future in relation to sales outlook." 
B. "What they're doing about improving the product line 
or expanding it in some way, shape, or form. 
9. "If he is pessimistic or optimistic, he should say so." 
10. urn commenting upon the past year, he should give 
specific reasons why sales were up or down.n 
11. "What should investors look for in the way of :factors 
affecting the trend :for the industry, and the company's 
position in the industry?" 
12. nFinancial requirements over the short and long-term." 
13. "A discussion of the company's research and develop-
ment, and any projects that are in the works at the 
moment. In mentioning the projects, they should be 
specifically identified so that, if you want to get 
:further information, you will be able to contact the 
management directly in order to :follow it up." 
14. "It should be something that will give stockholders an 
idea of the operating philosophy of the company, his 
thinking in a nutshell about general attitudes and 
where he :feels the company is going." 
15. "The earnings trend over the years. " 
16. "Two thirds should be about the highlights :for the 
past year, and one third about the :future." 
17. "What is there of a non-recurring nature?" 
18. "Explanation of bad results especially." 
Other comments about the president's letter: 
"Most of the time it is the only place we can get the 
outlook. Most of the report is devoted to the past." 
"He should :feel confident that the shareholder is in-
terested in the story so that he can speak honestly to 
them, and not in a weasel-wording, covdr-up manner." 
"In a smaller company the president may have to say more 
than in a larger one because be wears many bats." 
"He always presents an optimistic picture, anyway, so I 
like him to be brief." 
''If it's just a. routine introduction, be doesn't have to 
say anything." 
"Leave some unsaid so the analyst can dig it out himself, 
Any.~~ing covered in too much detail can make one lose 
interest." 
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"Don't repeat what is going to be told in detail later on." 
"I think the function of this letter is more for the 
stockholder than the analyst." 
"They are kind of a waste of time." 
"Sometimes if the president's letter is two or three 
pages in length, or perhaps a little more, plus the finan-
cial statements, I find that is all that is necessary in 
the annual report." 
"He shouldn't use quite as stilted language as he usually 
does." 
Although question 12, is mainly concerned with the annual 
report, it was meant to stimulate answers that could be ap-
plied to other communications that companies send to analysts. 
This question enables a company to see how satisfied analysts 
are with the actual statistical data they are receiving. 
12. "DO YOU FEEL THAT MOST FINANCIAL STATEMENTS AND ANNUAL 
REPORTS SHOULD PROVIDE MORE DETAIL THAN THEY NOW DO?" 
YES 
23 
SOME 
-
8 9 
Although 31 of the 40 analysts answered "yes" or 
"probably," most were of the opinion that, "quite a bit of 
progress has been made." One analyst said, ni would not hurry 
the matter. They have done a marvelous job of improving them 
over the last 15 years. And, if compared with foreign reports 
where the cloak of secrecy covers most of their operations, we 
should be quite proud of the fact that analysts in the United 
States have an easier job in relation to his fellows in Europe." 
Others felt that it's not a matter of more detail that is 
needed, but a better selection of what they emphasize. "For 
example, financial policies, financing, and financial planning 
should be in more detail. Also, the relationship of common 
stock to bond financing should be stated. Why was common stock 
chosen at a particular time? Financial policy is basic." 
Comments of these saying "no": 
"By and large they are good. Notes to the financial 
statements reveal how effective the annual report is.n 
"Generally most provide a substantial amount." 
"No more detail is needed." 
Comments of those saying "some" or "yes." 
"Some industrials are very poor, especially the unpopular 
ones." 
In an attempt to satisfy the analyst's desire for such 
statistical data, companies have begun to issue additional 
statistical reports, which supplement the annual. report. 
These booklets are not decorative but provide the analyst with 
much more of a statistical breakdown than most annual reports 
give. It is written in strict, technical accounting language. 
This question (13) asks the analyst if he thinks such a book-
let is a good idea. 
Along with this, they were asked if they would name sub-
jects that they felt should be included in these supplementary 
booklets. Since many companies do not provide such booklets, 
this question was asked to see if analysts really want them. 
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The subjects they suggested, to be included, can be used as a 
basic guide in writing such a booklet. 
18. "lJHAT DO YOU THINK OF HAVING A SUPPLEMENTARY STATISTICAL 
REPORT AVAILABLE UPON REQUEST?" 
YES NO 
-
30 10 
ttHere you cover the problem of making the annual report 
simple enough for the average stockholder, and still give the 
analyst the detailed figures he requires. It should cover 
phases of all their operations." This was the opinion ex-
pressed by most of the analysts who answered "yes." 
The following are subjects they want included in this report: 
1. "Statistics, charts and graphs that would be of in-
terest to the professional." 
2. "The information should cover 10 years.n 
3. ".A comprehensive discussion of what the company is 
doing. This is something we don't usually get in a 
statistical report." 
4. "Breakdowns of sales and expenses." 
5. "Breakdowns of the income statement, balance sheet, 
source and application statement." 
6. "Usually depreciation, costs of goods sold, adminis-
trative expenses, and bonuses are lumped together. 
These should be broken up." 
1. "The surplus statement." 
8. "Include a detailed product schedule and some break-
down of some product groups as to sales." 
9. "Ten-year trend figures." 
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10. "Should be in conventional accounting language." 
The following are sample comments of those who said "yes": 
"It's a. good idea, and is done by several companies." 
"I like this because the pictorial one can be discarded, 
and we can concentrate on the statistical one." 
"This may be the answer. I want very detailed statis-
tical information." 
"This is good. I'll be selfish and say we should get it 
without having to request it." 
"It should contain more of the same, as in the annual 
report, but more detailed and over a longer period of 
time." 
Those saying "no" commented: 
"I don't think such booklets are necessary, if the company 
does a good job tn their annual report." 
"I don't want any more from the company, I'd like to have 
it quicker." 
"I don't need the supplement. Analysts are able to get 
a.t the S.E.C. filings, which has all the information in 
more exhaustive detail than the annual report." 
Question 14 - was asked to see if analysts felt there is 
any drawback in the fact that they receive the same annual re-
port that the average stockholder receives. It was asked in 
conjunction with question 13, in order to gather more proof 
about the necessity of a supplementary statistical booklet. 
14. "IS THERE ANY DRAWBACK IN THE FACT THAT THE SAME .A.ID."UAL 
REPORT IS SENT TO BOTH ANALYSTS AND STOCKHOLDERS?" 
YES 
-
17 
PROBABLY 
6 
NO 
17 
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The analysts were pretty well divided on this point. 
Those saying there is a drawback felt that, "some companies 
try to make their annual reports too simple and flowery for 
the stockholders, whereas we are not particularly interested 
in that. Sometimes they put their balance sheet on a 'we owe 
this,' or 'we've got this coming to us' basis, rather than in 
strict accounting form; it's too informal." 
All analysts felt that they can utilize more information 
than the average stockholder. But, as one analyst said, "An 
ideal report for the security analyst is apt to scare away the 
average stockholder." 
Other analysts felt that this was a moral question and 
answered, "We think, first of all, that the responsibility of 
the officers of the company is first to the shareholders and 
not to us as a separate group. They should have free latitude 
in the way that they want to present their information." 
One analyst pointed to one solution that a certain com-
pany uses, saying that their method is excellent. This method 
is to "have a special part in the front with pictures and text 
for the average stockholder, and a section at the end for 
security analysts. It should consist of 10 or 12 pages of 
pertinent financial data." 
Comments of those saying, "yes" or "probably" were: 
"Yes, definitely, the fundamental purpose of the annual 
report is to give information and it does not give enough 
for the analysts purposes." 
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"Yes, too many companies tend to write their report for 
the average stockholder and the great American public, 
which makes it general and superficial because it is 
filled with too many pictures and nice wavy lines." 
"Stockholders don't want the same amount of information 
as analysts." 
"Probably, what happens is the inconsequential material 
is over-blown and I wind up threading through the whole 
thing, trying to find my needles in the haystack." 
Others answering "no" said: 
"No, but there are things put in the annual report for 
decorative purposes that would appeal to stockholders and 
not to analysts." 
"No, I don't see why analysts should get any more than 
stockholders." 
"I don't believe so, provided they are detailed enough 
to suit the analysts' needs." 
"No, because we are primarily interested in the stock-
holder, anyway." 
To this point in questioning the analyst about the annual 
report, he had only been asked what he likes and wants in an 
annual report. Question 15 is devoted to asking the analyst 
if the company has any right to withhold different matters 
from him such as: 
1. Those which endanger competitive positions. 
2. New product information, secret developments on new 
products, and progress of new product developments. 
3. Advanced information on dividends and future dividend 
policy. 
4. Sales figures and breakdowns. 
5. News about current pending negotiations and proposed 
mergers. 
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This, of course, enables the company to know what the analyst 
thinks about what they have the right to withhold, and what 
they think when the company actually does withhold information 
like that mentioned above. 
15. 11 WHA'r KINDS OF I1'"FORMATION DO YOU FEEL THAT COMPAKIES ARE 
WARRANTED IN WITHHOLDING FR011 SECURITY .Al~ALYSTS?" 
15-A. "THAT WHICH ENDANGERS COMPETITIVE POSITIONS: WHERE PUB-
LICITY WILL EFFECT THEIR COMPETITIVE POSITION?" 
YES 
29 
SOMETIMES 
6 
NO 
5 
Although most analysts agreed that information which would 
hurt a company's competitive position should not be disclosed, 
over three fourths thought that this is an excuse that many 
compan.ies tend to hide behind. "If this is a fact and not a 
fiction on the part of the company, it's &li::ll1aht." Another 
analyst said, "They see boogie-men where they don't exist." 
The following are sample comments made by analysts about ~lis 
question: 
"In most cases, the competitive threat is as great as 
they say it is." 
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"Assuming they are not hiding behind this, it is justified.'' 
"They should use discretion. If it is something that is 
not of very great importance, they should withhold it, 
because it could upset the market by making people think 
it is more than it really is. However, if there really 
is something wrong with the company, I think they should 
divulge the information and take the consequences on the 
market and face the music." 
"Frankly, from an institutional analyst's point of view, 
all the information that we derive from corporate manage-
ment interviews should be kept confidential. So, from my 
point of view, I don't think they should withhold any 
information whatsoever." 
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"It should not be done on a public basis, but we appreciate 
an off-the-record statement, and we respect this ruling on 
it." 
15-B. "NEW PRODUCT INFORMATION: SECRET DEVELOPMENTS ON NE.'W 
PRODUCTS: PROGRESS OF NEW PRODUCT DEVELOPMENT?" 
Here, again, most analysts recognize certain consequences 
if the company reveals information that is of a secret nature. 
However, they did feel that they wanted some indication of the 
progress that the company is making. 
"Some will state this in broad terms and others will not 
mention anything until they announce it publically. It is 
very important that management at least state this broadly, so 
that we can find out if the research facilities are productive." 
Others explained that this is one of the reasons that 
they try to build up a close relationship with management 
" •••• so that management will confide in •••• " them. 
It is important to remember here that they don't always 
expect specific detail, but they do want to be given general 
ideas. 
Sample comments of those who say it should be withheld: 
"If there is a. patent question, they should be cautious 
on how much they give out. The analyst appreciates this 
and seldom pushes." 
"I can understand it where a company is developing a very 
fine, new product that they think is really going to take 
over the market." 
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"Today, much of this information is classified and I don't 
think the security analyst can expect this to be disclosed." 
Sample comments of those who said, "sometimes" or "no." 
"I think an aggressive management will talk about it; in 
fact, they are delighted to talk about it." 
uit should be forthcoming at sometime." 
"I would expect them to keep me fully informed." 
"It can be given to the analyst, and still not be 
divulged to the competition, exactly where they stand." 
15-C. "ADVANCED INFORMATION ON DIVIDENDS: FUTURE DIVIDEND 
POLICY? 11 
YES 
5 
SOMETIMES 
23 
NO 
12 
Analysts at least want to know something about the di-
vidend policy. One analyst expressed this by saying, "I think. 
a very well-run company would at least have an outline. The 
Russians call it a five-year plan, although it doesn't have 
to be exactly that, it should be a general idea about where 
they think they are heading. Too many of them bag the ques-
tion by saying •!t's up to the directors' but I feel they are 
leaning on a crutch." 
Many also feel that "it depends on the relationship of 
the analyst and his firm with the company. For example, if 
we are an old-established stockholder and don't trade all over 
the place, we deserve some of this information." 
Others said that it can be harmful when "they give out 
this information to promote their own stock, and this is 
morally wrong. They must only be given and taken as estimates, 
not as fact." 
The following are sample comments made by analysts concerning 
this question: (Most have said "no" or "sometimes.") 
"I don't think utilities are warranted in withholding 
this type of information because they have a perfectly 
reliable, foreseeable kind of business." 
"I like this, but it must be done with discretion." 
"They should be able to project dividend policies without 
talking in terms of money." 
"I think they should be perfectly candid." 
"I'm sure any company that's worth its salt has made pro-
jections for this year, next year and the years ahded. 
They should be able to give these out." 
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"Since analysts do call on the company, and stockholders 
usually don't, the analyst can build up a relationship 
with the management allowing him to have this information." 
"The analyst should be able to tell management as much 
about this as management is going to tell him." 
15-D. "SALES FIGURES AND BREAKDOWNS?" 
YES 
6 
SOMETIMES 
12 
NO 
-
22 
One analyst summed up the opinions of most all the others 
by saying, "I want all of those if possible." The one reser-
vation some had was in the case where it is actually competi-
tively disadvantageous for a company to give this. "Sometimes 
they feel that giving a breakdown of sales and earnings will 
show that certain products are more profitable than others. 
This might make more competition enter the field if they see 
that a particular product has a terrific profit margin." This 
was the one instance when the analysts felt the companies had 
the right to withhold. 
The following are the opinions of others on the subject: 
"Companies could well afford to give greater information 
on sales figures and breakdowns. Some industries where 
they do tend to hold information back are only feeling 
themselves." 
"They know what their various divisions are earning but 
they don't want to say. If one division happens to be 
operating at a loss and they don't want to reveal this, 
they give over-all sales figures, which covers this up, 
and they say, 'we don't give sales breakdowns,' period. 
Over-all, we are making a profit, so be happy with that." 
"These should not be withheld, unless information is 
classified by the government." 
"They should not make these statements broadly, but only 
to the analysts upon whom they can rely." 
"I feel they are warranted, but most analysts would 
disagree. They feel it's very disturbing if they can't 
get a sales breakdown." 
15-E. "ANYTHING RELATING TO CURRENT PENDING NEGOTIATIONS: 
WHERE PREMATURE DISCLOSURE WOULD HARM NEGOTIATIONS OR 
PROPOSED MER&BRS?" 
YES SOMETIMES NO 
- -
35 3 2 
Most analysts made no qualifications in answering that 
this type of information should definitely be withheld. Some 
made the exception that, "this can be a screen for them to 
hide behind." Others said that "the reason it should be kept 
from the public is because it distorts marke·l; price." 
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One analyst summed it up this way: "Those are the types 
of things that should be wrapped up within management. There 
are many things that happen during the year that management 
knows are just short-term swings and that will really not effect 
operations of the company significantly enough to get into a 
discussion of them out in the open. It might blow the whole 
thing out of proportion. However, in the case of an act of 
God, like a hurricane or a flood, which causes concern about 
how the company's property has been effected, this should be 
brought to the attention of the public and given full dis-
closure immediately." 
The following are opinions of those analysts who said, "no" 
or "sornetimes:tt 
ttYes, they should be withheld to the extent of not g1v1ng 
specific names. But they might at least say they are 
interested in broadening their line. They might want to 
see how stockholders will react.u 
"All of this should be discussed with a reputable analyst." 
"In the case of certain acquisitions, while they don't 
have to tell you with whom they are talking, they might 
perhaps disclose the fact that they are talking to some-
body. n 
The second most important form of printed media sent to 
the analyst by the company is the interim or quarterly report. 
This report allows him to keep up with happenings that take 
place within or about the company between annual reports. It 
is usually not very lengthy, and gives figures and comments 
about sales, earnings, and expenses for the quarter year just 
passed. Question 16 asks the security analyst to express his 
opinion about these reports and to recommend improvements. 
16. 11 1H.AT DO YOU THINK OF THE AVERAGE INTERIM REPORT PRODUCED 
TODAY?" 
GOOD D.iPROVING FAIR POOR 
- -
One comment was made constantly by most of the analysts, 
"We want more description of why the figures acted the way they 
did. What factors have been favorable as far as the trend is 
concerned1" By this they meant that there are generally only 
75 
figures in these reports and very little explanation or comment. 
Others added, "We're not asking them to provide a great deal of 
statistical information, because many times it is difficult 
for them to do this on a quarterly basis, because it's not 
time to close the books. However, they can give more written 
material about what the company is doing. Some won't give any 
idea why earnings have gone up or down." 
The following are comments of analysts who said they are 
"fair" or "improving": 
"On the whole, I would say they are good. They certainly 
are an improvement over those of five years ago." 
"They are getting better, but are still quite scanty. 
They only give figures, but I would like to see more 
comment about the trend of business." 
"Right now they only include a summary of the last 
quarter's earnings; I would like to see the previous 
quarters included if this is for more than the first 
quarter." 
''I can think of one company, for instance, that<::.did not 
explain why sales have not increased." 
"We have to supplement them with personal interviews." 
In addition to quarterly reports, companies send ana-
lysts other forms of printed media such as magazines, special 
bulletins, and newsletters. These communications are not 
specifically of a financial nature and are geared to the aver-
age stockholder, employees of the company, and the public in 
general. Question 17 asks the analyst if he finds these of 
any value to him in his work or not. 
17. "AS YOU KNOW, SOME COMPANIES ALSO PUT OUT NEWSLETTERS, 
BULLETINS, AND MAGAZINES, AND THE LIKE FOR STOCKHOLDERS. 
IN GENERAL, DO YOU FEEL THAT MEDIA LIKE THESE ARE OF ANY 
VALUE TO THE .ANALYST OR NOT'?" 
VALUABLE 
8 
OCCASIONALLY VALUABLE 
12 
NO VALUE 
20 
The feeling expressed by the majority of analysts was 
that, "These communications are of little value in relation 
to others." 11 They are about 10 percent of the value of the 
annual report." As one analyst put it, "They do have value 
in that any time an analyst can get information about the 
company it has some value." 
It was also explained that they are valuable in the cases 
of companies that send out very little information, and this 
is one of the only chances to get any. Others said, "It shows 
the public relations mindedness of a company. 11 
Here are the comments of those who answered, nvaluable" or 
"occasionally valuable:" 
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"Of some value, I even read employee magazines in hope 
that now and then I'll learn a little more about a 
company. You can't know too much, and in perhaps one out 
of every 100 pages you'll learn something that's worth 
knowing." 
"They are a lot of value. They can give you good back-
ground information on the industry, their attitude on 
taxes, depreciation policies and nationalism." 
"They can concentrate on a specific part of the company 
and elaborate on it." 
"They often fill in the gaps." 
Comments of those saying "no value." 
"Little value, because they are on subjects that should 
already be known by the analyst." 
t'They usually over-flood my desk. n 
"Aiost of this material is duplication of effort." 
nin recent years there has been a tendancy to put out 
too much, and it's usually because professional publicity 
houses have taken over the job." 
nThey are usually written for individuals with little 
financial sophistication.n 
nr do not consider house organs of value to the analyst, 
they are pure entertainment." 
The final question (18) in this section covering printed 
media has to do with the financial press. Examples of such 
financial publications are: The Wall Street Journal, New York 
Journal of Commerce, Barrons, Forbes, Fortune, etc. 
The actual question is phrased, nHow much attention do 
you give to the financial press?" The sub-question (18-A) 
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asks the analyst to estimate the value of the press in relation 
to actual company reports. Many of the stories that appear in 
• 
• 
• 
the press about a company have been written and sent to the 
publication by the public relations man of the company. It is 
sent in the form of a press release. Knowing the value of the 
press to the analyst can assist the public relations man in de-
termining how much emphasis he must place on communications in 
this field. 
18. "HOW MUCH .A.'fTENTION DO YCJU GIVE TO THE FINA.L~CIAL PRESS?" 
A GREAT DEAL 
32 
SCME NOT MUCH 
-
5 
18-.A.. "WH.AT VALUE DOES IT HAVE IN RELATION TO COMPANY 
COMMUNICATIONS?" 
3 
All analysts read some form of the financial press as a 
daily ritual. Most analysts agreed with one analyst who said, 
"Both communications from the company and the financial press 
are indispensable.tt 
The following are co~nents by analysts expressing the value 
of the press in relation to company communications: 
1. "It is objective." 
2. "A good source for counter checking communications 
from the company." 
3. ".A. time saver, because the financial press will often 
condense a company's publications. This would not be 
true of company annual reports." 
4. "It's read every 'day to make sure you see the current 
dividends, earnings, and financial statements or 
pertinent news regarding the particular companies you 
are following." 
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5. "It provides me with a background on which to evaluate 
company communications.n 
6. nit is valuable when there is general news about the 
company which it has not published itself, but has 
been given in an interview to a reporter. Of course, 
in this instance, we must depend upon the financial 
press." 
1. "It enables you to keep in touch with what is going on 
between your own trips and field reports which you get 
from brokers." 
8. "It can give you information on new products and any 
manor changes so that you can check by calling the 
company." 
9. "It allows us to keep our prospective." 
10. 11 It covers a broader scope than any company communica-
tion." 
11. "It puts seed in my mind so I can call the company for 
additional information." 
12. "The press gives information in advance of when it 
comes through the mails from the company.n 
13. "It has a great deal of influence upon investors, so 
that we must know what they are reading." 
14. ui read the paper to get what the company does not 
report.n 
15. UI use it as a clue to new developments." 
16. nrt gives me day-to-day information that a. company 
does not.n 
17. "It gives a third person's comment on the company, 
where much of the company's material might be classi-
fied as propaganda." 
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PERSONAL CONTACTS 
This third topic is concerned with the four main types 
of personal contacts that companies have with security analysts. 
The first type is the face-to-face contact. It usually 
consists of a discussion between one representative of the 
company and one security analyst. Many analysts consider this 
the basic type. In order to obtain information from analysts 
about whom they would most like to speak to in the company 
when they have their choice, each analyst was asked to list, 
in order of preference, the three men in management to whom he 
would most like to speak (19). Naturally, this choice may vary 
from company to company. Thus, the answers were of a general 
nature. The purpose of this question is to let the company 
know what representatives of management should be available, 
if possible, when an analyst wants to make an appointment to 
get information. 
19. "WHEN YOU GO TO COMPANY HEADQUARTERS, TO WHOM OF ALL THE 
OFFICERS IN THE COMPANY WOULD YOU MOST LIKE TO SPEAK?" 
(List the top 3 in order.) 
Evidence shows that analysts most want to have personal 
contact with the chief-executive officer of the company. This 
might include either the president or the chairman of the 
board. 
Choices are listed below in order of preference. 
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OFFICERS 0RDER OF CHOICES 
First Second l'hird 
Choice Choice Choice 
Chief Executive Officer ••••••••• 29 8 1 
Financial Vice President •••••••• 4 12 19 
Treasurer ••••••••••••••••••••••• 4 7 12 
Executive Vice President •••••••• 2 10 14 
Comptroller ••••.••.••••••••••••• 1 1 2 
Head of Research and Development 0 2 2 
Sales 11anager ••• •••••••••••••••• 0 0 4 
Head of Public Relations •••••••• 0 0 3 
Operating Manager ••••••••••••••• 0 0 3 
Total . ............••......... 40 40 40 
Question 20 wants to know how the analyst regards special 
meetings held for security analysts by the company. Do they 
attend these meetings and can they recommend improvements? 
20. "SOME COMPANIES OCCASIONALLY CALL SPECIAL MEETINGS OR 
CONFERENCES FOR SECURITY ~VALYSTS FOR THE PURPOSE OF WJlKING 
ANNOUNCEMENTS OR TO DISCUSS NEW DEVELOPMENTS. DO YOU AT-
TEND THESE MEETINGS?" 
ATTEND MOST 
24 
ATTEND SOME 
11 
ATTEND NONE 
5 
Although most of the analysts attend these meetings, there 
were three main complaints about them. Firstly, they felt that 
the size of the meetings should be kept small. "The smaller 
the better." Secondly, they were very much against meetings 
that only promoted the company. "Too often you get a. pitch 
from management." Thirdly, they felt that the true value of 
these meetings are to get their questions answered. "There 
should be more of a give-and-take question period.n 
All of these factors are interdependent. "If the meeting 
is too large, "management will tend to restrict what they say." 
And, "if they are only interested in telling their story, they 
probably will not want to answer questions which might show 
them up." 
The following are suggestions made by analysts to improve 
these meetings: 
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1. "If the company announces a new product, or explains a 
complicated new technique with far-reaching effects on 
the affairs of the company, they must let the product 
or machine be understood in terms of the impact. 
Explain the implications." 
2. "These meetings should be put on a loose schedule, not 
only called at times when something happens for which 
they must give long explanations or excuses. This 
would build up our confidence." 
3. "Management should come prepared with a pat outline 
which gives their story briefly, but especially gives 
the projections. I would like to see a 10-year 
projection." 
4. "Groups should be kept down to from 10 to 20." 
5. "A good number of the top management group should be 
present. They should mix with the analysts on some 
basis so that they can carry on group discussions." 
6. "They should be cold and realistic at all times. I 
don't like when they praise themselves." 
1. "What they are going to divulge, as well as the pur-
pose of the meeting, should be planned much better. 
For example, if the purpose is to meet management, 
then the management should be present at all times." 
8. "They can reduce the number of analysts present by 
having small regional meetings." 
9. "They should not give too long a history, perhaps the 
last two years are sufficient. The future is much 
more important." 
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10. "There must be a good solid question-and-answer period." 
The following are other opinions about these meetings: 
"I find these meetings inte~asting, but all too often 
they are only held when there is some new financing to 
be done, or some new promotional deal. Then you only get 
the good news." 
"I think they are very valuable and should be held more 
frequently." 
"They can be improved by being more objective." 
"They will never replace the personal interview. I 
wouldn't ask the same questions at a meeting that I would 
personally." 
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"Too many times analysts are afraid of embarrassing manage-
ment with their questions. If they held a meeting, I 
feel they automatically hold themselves open to leading 
questions." 
Plant tours for analysts are extremely important in a 
company's relationship with this group. The tours allow the 
analysts to visit the plant and meet many of the company's 
executives. It even gives analysts a chance to meet those 
persons working on lower production levels. Question 21 asks 
the analysts, firstly, if they attend these events and secondly 
what they desire personally in a good plant tour. 
21. "IT IS THE PRACTICE OF COMPANIES TO OCCASIONALLY RUN TOURS 
FOR ANALYSTS, OR GROUPS OF ANALYSTS, WHERE THEY MEET THE 
COMPANY OFFICERS AND VISIT THE PLANT. DO YOU ATTEN~ THESE?" 
ATTEND MOST ATTEND FEW DON'T ATTEND 
20 7 4 
21-A. "WHAT DO YOU EXPECT IN A GOOD PLANT TOUR?" 
Recommendations of various analysts: 
1. "There should be free interchange of talk with one or 
more executives of the company." 
2. "It should start out initially with a graphic presenta-
tion of what the analyst is going to see. After having 
seen it and actually meeting some of the people that 
are part of the process, rather than the top men, 
follow it up with a summary of what was actually seen ... 
3. "It should not be too leisurely, but not too quick. 
It should give you a thorough chance to see what you 
should see. There is a,tendancy to rush you right 
through." 
4. "We expect to talk with not only the top executives, 
but the middle men and the men right on down the line 
those who push the buttons." 
5. "You should be able to sit down and talk to each part 
of management on a more informal basis than might 
otherwise prevail, and discuss problems, compe.ti ti ve 
factors, and new developments." 
6. "Depending upon the industry, you might want to see 
more or less of the actual plant. In an electric 
utility company for example, we know what a generating 
station is and do not want to see it again. In this 
case, we want more discussion over a prolonged period 
of time." 
1. "As a general rule, the smaller they are, the better 
they are - 60's and 80's are very bad." 
8. "I went on one where every three persons had a guide, 
and this was excellent." 
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9. "They should explain the basis of competition of various 
product lines and discuss some of the cost factors 
involved." 
10. "If the group is too large in relation to executive 
available, we can't get personal questions a.nswered. 11 
11. "I want to see samples of their products and get an 
idea of what they are doing in the research field." 
12. "They must have a question-and-answer period. Even if 
it's only 15 minutes. However, I prefer much more." 
13. "My objective is to meet as many people with profit 
responsibility as possible. The product doesn't 
matter; we buy management." 
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14. "Don't try to cover too much ground in too little time." 
15. "Not being technical, I want a feel of the flow of 
material in at one end and out the other. You don't 
have to be a technician to get the feel of whether or 
not this is being done in an effective manner or not." 
16. "The guides should not be so young that they will not 
be able to answer your questions." 
17. "I want to see a new piece of equipment, a new product, 
or an unusual process." 
General comments by analysts about the value of plant tours: 
"Besides having fun, you really get to know the manage-
ment this way." 
"They really give you a feel of the industry." 
"Yes, I get a lot of background material from them." 
"It gives you an appraisal of the sum total of management." 
"When you get to see a lot of plants, you get to know 
which ones in the industry are operating better than others." 
"Generally I like them, but I just came back from one that 
took five days. We went bouncing all over the country to 
the company's different territories. I will never do it 
again. I have responsibility for 60 companies, and I just 
can't afford the time." 
The final question (22) querried analysts about annual 
stockholder meetings. Are these meetings of any value? This 
question tried to determine whether or not any strong effort 
should be made in trying to get analysts to attend these 
meetings. 
22. "DO YOU FIND STOCKHOLDER ANNUAL MEETINGS OF ANY VALUE?" 
ATTEND MOST 
5 
ATTEJID FEW 
18 
DON'T ATTE~~ ANY 
17 
When it came to the question of annual stockholder meet-
ings, the analysts did not have to think too hard to arrive at 
the conclusion that, "They are of limited value, if any." Some 
who thought that they had some value put it this way, "Any 
time you face management it can be of some value, but too much 
time is spent going over too much irrelevant material." 
Others said that, "They can be valuable in the cases of 
small companies, but not in huge ones. In the small ones, 
management is often a little more willing to really discuss 
their problems with the stockholders.n 
The following are the comments of those who "attend few," or 
"don't attend any." 
11 I don't attend them, but I like to receive an account 
of the proceedings." (Many gave this comment.) 
"Most of the time nothing new is developed at them." 
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"The only time we attend are in the cases of companies 
which are not too well•known and are held relatively 
closely by our firm." 
"In large publically-held companies, the information that 
they talk about is generally public knowledge anyway." 
"I only like to attend those that are in town." 
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CHAPTER III 
IMPLICATIONS OF THE CRITERIA 
TO PUBLIC RELATIONS 
It has been stated that one of the jobs of a public re-
lations man may be that of communicating with security analysts. 
Usually one or two men in the public relations department of a 
company are assigned this job. They must work closely with 
the financial and statistical departments of the company in 
order to do their job properly. The part played by the public 
relations man in this relationship is that of couching the raw 
statistical facts and figures into meaningful and coherent 
order. 
Although he is skilled in organizing this data, he must 
always keep in mind what the exact criteria of the analyst is 
in judging these communications. By having the knowledge of 
what the analyst wants, the public relations man can pinpoint 
his communications without going through a process of trial 
and error to find out what the analyst will read and what he 
will not. 
· Of course almost all of the printed media about the coa-
pany, which emanates from the public relations department, is 
sent to both analysts and stockholders. The one main excep-
tion is the supplementary statistical report that analysts 
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usually receive and most stockholders do not. This is not be-
cause stockholders can't receive them if they wish, but the 
booklet is usually sent to those who request it, and stock-
holders usually do not make this request. 
Personal contacts are quite different in the respect that 
stockholders have very little with a company. Security ana-
lysts are always meeting management. When such meetings take 
place, the analysts are either alone or in a group. Stock-
holders are almost always absent from these meetings. The one 
exception is the stockholder annual meeting, and here very few 
analysts attend. 
In Chapter Two, the criteria that security analysts ex-
pressed about corporate communications were divided into three 
groups. These divisions were: (1) Criteria about communica-
tions that are sent to the analyst by the company, (2) 
criteria about printed media; and (3) criteria about personal 
contacts. 
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The first category covered many points that a public 
relations man, whose job it is to communicate with security 
analysts, should be aware of. Firstly, most of the testimonies 
of the 40 security analysts interviewed were in agreement with 
each other in answering that they do not read all of the mail 
that is sent to them. They said that too much is superfluous, 
or too general. This problem occurs when companies are not 
careful about the communications that they send to analysts. 
When the company has a general mailing to be sent out, the 
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analyst is almost always included. A great many times the in-
formation is written for the uninformed investor. As a result, 
the material may either be obvious to the security analyst be-
cause it is general news to those who keep regularly informed 
about economic and financial subjects, or it is purely promo-
tional. This means that it is a written piece that tries to 
sell the reader on the company, or a product produced by the 
company. 
What is wrong with sending the security analyst obvious or 
promotional type information? The answer: if it is over-done, 
he sets up a mental block against all further communications 
sent to him by that company, with the exception of possibly the 
quarterly and annual reports. On the other hand, when the in-
formation that is sent to the analyst is carefully selected, in 
that it is on essential subjects such as new products, or 
changes in basic policy, etc., the company sending only this 
essential news will earn the respect of the analyst and the 
communications will be read. 
This means that a company must not only be cooperative in 
sending him information, but that it must be cooperative in 
sending him the right information such as the type talked 
about above. 
Most analysts did say that companies do send them enough 
communications to suit their needs, but it must be kept in 
mind that this answer was only quantitative. They did not say 
the type of information was adequate enough quality-wise to 
suit their needs as is proven by the answers they gave to 
later questions. 
Sending analysts adequate communications does not mean 
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that they want special information to be sent only to them and 
not to stockholders. However, it does mean that they want it 
at least at the same time that stockholders get it, and do not 
expect to suffer by not being completely informed because the 
communications are too simple as a result of having been written 
to a low common denominator, namely the uninformed investor. 
There are three possible ways that the public relations 
man can solve the problem of trying to satisfy the needs of the 
security analyst and the average stockholder at the same time. 
The first way is to send each of the above persons two 
completely separate annual reports. This would require that 
two different sets of layouts, pictures, articles, charts and 
graphs be prepared. This method is not only the most expensive, 
but also requires a great deal of duplication of effort. 
Secondly, there is the method of sending the same annual 
report to both analysts and stockholders. However, this report 
would be divided into two sections. The first section could be 
as non-technical as would be necessary to get the average 
stockholder to read it. It could contain pictures and pro-
motional articles. The second half would be devoted to 
technical breakdowns and statements about company operations. 
It should be written in strict accounting language and appeal 
to security analysts and stockholders interested in such 
information. A glossary of technical terms should be included 
for those stockholders who would like to study the report 
further but do not have the background or knowledge to do so. 
The danger of this type of report is that its physical thick-
ness can be very discouraging to the average stockholder and 
he might never even open it up. 
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The final method is that of sending the same annual re-
port to both security analysts and stockholders. Along with 
this report is enclosed a post card to be checked and returned 
by the receiver if he desires a more detailed statistical 
report. This supplementary report should contain a more com-
prehensive breakdown of sales, expenses, depreciation, and the 
like. It should also give these breakdowns over the period of 
a business cycle which is five or 10 years. These breakdowns 
allow analysts to detect trends such as an increase in expenses 
every third year. These supplements contain no pictures, but 
do include diagrams, charts and graphs that are on an advanced, 
professional plain. The cost of this method is usually less 
than the other two and is most desired by analysts. 
Question six in the section entitle4, "General Questions," 
indicated that analysts resent knowing that a company with-
holds bad news and speaks only about the good. They do expect 
certain confidential information to be withheld either for 
competitive reasons or because it is not in final form which, 
if presented, could have a false reaction on the market. 
However, they do want to be dealt with fairly and do not want 
to be pulled in falsely on a bad deal. The damage that feed-
ing them false information could cause, might take many years 
to repair or be completely irreparable. It just doesn't pay. 
There are too many companies competing for the analyst's at-
tention and good will. Therefore, if he is dissatisfied with 
a company, he either does not recommend it to clients, or 
advises the investment committee of his firm to withdraw its 
holdings in that company. 
The final question in this first general category asked 
the analysts to list the four best sources to which an analyst 
can go for information about a. company. The "Company itself" 
or interviewing company management personally received first 
choice by a. majority of analysts. In other words, analysts 
look to the company to help them in their work. The company 
does not have to sell analysts on the idea that they should 
come to the company first for information. For this reason, 
the company has an advantage. It can control, to a large 
extent, the picture that analysts will get. It is the public 
relations man's job to see that this picture is correct and 
complete. 
Therefore, the public relations man must allow the ana-
lyst to view the company from many different perspectives. 
For example, if a. group of analysts have already visited the 
company and have seen the general plant facilities, it would 
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be unwise to repeat this on their next visit. As obvious as 
this point seems, it is done by many companies. As a result, 
analysts are bored and will not come when invited again. 
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Instead of reshowing them what they have already seen, it 
might be a good idea if the second visit consisted of having 
the analysts meet and talk with persons who run the plant and 
actually produce the product. Before having such a meeting, a 
schematic of what the analysts saw on their first visit should 
be shown. This would serve as a review. Preparing a diagram 
of the plant would allow the analysts to visualize the position 
of the production men that they will meet. Analysts enjoy ask-
ing these men questions about their work and the problems that 
arise. They feel that talking to men at the production levels 
can give them a general background for financial study. 
Analysts do expect the company to put its best foot for-
ward at these meetings. However, they want the truth at all 
times, and want all statements and predictions to have sub-
stance and not just be based on "hot air." 
After the ttCompany itself," ncompany reports" was chosen 
as the second most important source to which an analyst can go 
for information about a particular company. It is, of course, 
a prerequisite that the company sending the report be in the 
industry in which the analyst has an interest. If this pre-
requisite is satisfied, the analyst will always give a company 
a chance to prove itself. He, therefore, will read the first 
communications that a company sends. Through these first 
communications the company will establish itself as either one 
that sends pertinent information or not. In the latter case, 
the analyst reserves the right to throw away communications 
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that say nothing. The chances of him doing this will be 
lessened considerably if the public relations man, who sends 
these communications, always keeps the analyst's needs in mind. 
For example, in sending the quarterly report, he must explain 
the figures by telling why things happened the way they did. 
He should write at least one educational think-piece in each 
addition of the company's house organ. It is a wonderful op-
portunity to take different segments of the company's operations 
and explain them in detail. 
It was discovered in the interviews that security ana-
lysts are not only interested in figures. They do not only 
judge the company on past performance, which most figures 
indicate. It was the opinion of the analysts that outlook for 
the future is at least as important if not more. After all, 
their study of past figures is done for the purpose of fore-
seeing the future by detecting trends and cycles in the 
company's operating history. Since they are not only in-
terested in figures, their desire for more diverse information 
about the company gives the public relations man wider lati-
tude within which to show company strengths. For example, he 
may explain what is being done to train young members of 
management for the future. Along with this, he can explain 
what progress is being made in research and development. This 
is necessary to the analyst who is trying to predict the out-
look for a company's future. The analyst's job of predicting 
the outlook for the future can also be made easier if prospects 
for expansion are explained, such as plans for building a new 
plant. 
Both devices and subjects that are included in most 
standard annual reports wire broken down into their various 
components in the questionnaire so that the public relations 
man could see what analysts want and what they do not feel is 
necessary for their purposes. Analysts also criticized the 
subjects and devices that they liked, as well as just saying 
what they do not pay attention to at all. It was found here 
that the comprehensive notes to the financial statements is 
probably the most important device. Charts and graphs were 
thought only fairly desirable, since they are elementary. If 
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a company could report its position in the industry, objectively, 
analysts would like to see this subject included. The value 
of labor relations information is of minor importance to the 
analyst unless it involves main policies of the company. The 
purpose of this question was to find out on what subjects and 
devices additional emphasis should be placed. 
Along with giving their opinions on the specific subjects 
and devices asked about in the interview, the analysts gave 
suggestions about other subjects and devices that they per-
sonally would like to see included in the annual report. 
A periodic review of management qualifications such as age, 
education, and previous work experience was one of the sub-
jects mentioned. Analysts felt this to be a necessity, since 
they place such a high value on management when judging a com-
pany for possible investments. As one analyst said, "the 
product is unimportant, we buy management." Analysts also 
want an idea of how much stock is held by individual stock-
holders and how much is held by institutions (specific names 
omitted). This is important to know, because a company that 
is mostly held by institutions can fluctuate radically with 
regard to the price of its stock. This fluctuation results 
from the fact that institutions hold stock in such great 
quantities that, if only two institutions should drop their 
holdings, the stock would drop greatly in value. Analysts 
also expressed the desire for more specific breakdowns of the 
different phases of a company's operations. This would in-
clude a listing of sales and expenses by a company's various 
divisions. To take General Motors as an example, they want 
the sales of each type of car such as Buick, Pontiac, Chev-
rolet, etc., as against just total over-all sales of the 
company. Another example of these specific breakdowns would 
be that of explaining non-recurring profit. If. analysts get 
only one :figure indicating the year's profit lfhibh<,ineor-
porates a figure representing non-recurring profit such as 
the sale o:f a piece o:f company property, but is not specified 
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as such, they can be thrown off in their prediction of profits 
for the next year. This is be.cause the company can only per-
form the particular sale of this property once, as against the 
sale of a product which is repeated constantly. 
Knowing subjects and devices that do not appear in most 
standard annual reports, but are wanted by analysts, can be an 
excellent guide to the public relations man. It lets him see 
the types of materials analysts want, over and above what they 
are now receiving. A public relations man can have the best 
intentions when writing an annual report, but without the 
specific knowledge as to what analysts are looking for, he can 
never hope to do a completely comprehensive job. 
Also in the interview, analysts answered that annual re-
ports should provide more detail than they now do. It was 
their opinion that, many times, the public relations man is 
afraid to stuff the annual report with too much statistical 
data forefear that the average stockholder won't even pick it 
up. 
As a result, one of the ways to get around this problem 
is to provide analysts with supplementary statistical reports 
which contain more detailed information about the financial 
operations of a company. This allows the annual report to be 
kept simple and easy for the average stockholder to understand. 
A great majority of the analysts like to receive these sup-
plementary reports. It makes their job easier because the~ 
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do not have to make many personal calls on the company to get 
the exact same information which is included in most of the 
statistical supplements already being produced. By making the 
analyst's job easier, the public relations man is automatically 
putting his company in a more favorable light in the analyst's 
eyes. This, of course, is the goal of every public relations 
man. 
Many analysts have felt that there has been a drawback in 
the fact that they and stockholders receive the same annual 
report. It is here that many public relations men have slipped 
up; they have written the reports in a simple, flowery style, 
almost forgetting, at times, the original purpose of the 
report -- to completely inform stockholders about company 
operations. Failure to do this adequately can alienate analysts 
as a result. This mistake should never be made, since it may 
very well discourage the reading of other future annual reports 
and communications about the company that are sent to the 
analyst. As one analyst explained, ttthe annual report sets 
the tone for all other company communications." 
In building the confidence of the analyst in the company, 
the public relations man must guide the higher executives of 
the company as to the type of information that they should 
withhold. Many company executives tend to be very conservative 
about releasing almost any kind of new information. They feel 
it will hurt them competitively. At times, although they may 
truly believe ·this is the case, their fear may blind them, 
when, actually, no true reason for withholding exists. For 
instance, if a company is talking secretly about a possible 
merger with another company, it might not harm matters to talk 
generally about the event publicly. A stocksplit, or dividend 
increase should also be diseussed in general terms. New pro-
ducts, to be released in the not too distant future, fall under 
the same category. When such information is disclosed, it 
raises the image of management in the mind of the analyst, 
because it shows greater self-confidence on the part of that 
management. It is the public relations man's job to know when 
unnecessary fear, such as that mentioned above, is at the root 
of the executives desire to withhold. It is here that the 
public relations man should try to convince the executive that 
he should not withhold. This way, good relations with the 
security analyst will be maintained. By not being open and 
fair with the analyst, the company will get a poor reputation 
that will be very hard to rectify. 
As far as the quarterly report is concerned, much of the 
criteria used by analysts to judge the annual report also 
applies to the quarterly. The main complaint on the part of 
analysts about this report is that there is not enough com-
mentary by management. Only the figures are presented and 
they are meaningless without commentary. For example, just 
showing that sales increased or decreased is not enough, ana-
lysts want to know why. This point should be given as much 
attention as any other point made in this thesis because it is 
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so very important. 
Magazines, bulletins, and newsletters, on the other hand, 
are not expected by analysts to be written in as much detail, 
or even with the analyst primarily in mind. Much of it should 
not even be sent to him. Here it is realize~ by analysts that 
information printed in these media are intended to sell or to 
simply keep in touch with employees and stockholders. However, 
analysts do appreciate when an educational "think-piecen is 
written in these media about the industry that the company is 
in, or about a specific segment of a company's operations. 
The more detail, the better. 
The question about the financial press was asked so that 
the public relations man could see, firstly, how much atten-
tion analysts give to this media and, secondly, where company 
communications stand in relation to it. Analysts did feel 
that the press is often quicker to get the news to them than 
when it comes directly from the company. Analysts also felt 
that the press supplements company communications by covering 
many other companies within the same industry, which helps them 
make comparisons. Both serve their own individual purposes, 
and it is important for a company public relations man to 
maintain close contacts with the press and always try to get 
information about the company disseminated through it. 
The final section, personal contacts, is an area that 
public relations men are becoming more and more concerned 
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about. For a long time, public relations men have only been 
associated with writing and the various forms of printed media. 
This association goes back to the old-time publicist, whose 
sale job was to get his client's name in newspapers or maga-
zines as many times as possible. Today, a public relations 
man's work covers a much wider scope. It is now within his 
ken to be a personal contact type individual for the company by 
meeting security analysts himself, or to arrange meetings for 
analysts with other members of management such as the president, 
or financial vice-president, etc. 
There are a variety of types of meetings that the public 
relations man can be called upon to arrange. These meetings 
can range from the type where only one analyst meets with one 
representative of the company, or the type of meeting at which 
several members of management meet with 100 or 200 analysts. 
Because personal contacts have become such an integral part 
of the public relations man's work, analysts were asked what 
they want in their personal contacts with the company, in order 
to guide the public relations man in his work. 
The first question in this segment asked analysts what 
officers of the company they most want to see. "The chief 
executive officer" was given the number one spot by analysts. 
They felt he was the man who, many times, has the most complete 
over-all picture of the company. "The financial vice-president" 
and ntreasurertt were rated second and third, respectively. 
These men usually know the financial picture, which analysts 
are almost equally interested in. Although the head of the 
public relations department was rated very low as the man they 
most want to see in the company, he still is the man who must 
arrange these meetings between management and analysts. He may 
even go over what the executive is going to say, in order to 
see that it is consistent with company policy. It is important 
to mention once again that analysts are also interested in 
talking to men on the production levels. The more intimate an 
analyst becomes with the company, the more detail he desires to 
know. The knowledge that he can acquire by talking to personnel 
on the lower levels can give him a feel of the depth of 
strength that a company has. Tpis is knowledge that the higher 
executive can not give in the most eloquent speech. 
By knowing the criteria of the analyst and using it as a 
general framework within which to operate, the public relations 
man can add new twists to a meeting with analysts so that 
analysts will not only be interested in the meeting that they 
are attending at the time, but will, also, look forward to 
future meetings that will be held by the company. For example, 
it would be wise to hold meetings between annual reports. 
Analysts feel a need to be filled in between these reports and 
quarterly reports are not always adequate. Since many analysts 
find most company-held meetings to be of a general nature, it 
might be a good idea for a company to only go over a specific 
segment of its operations. For example, a detailed explanation 
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of its budgeting policy, or its dividend policy might be given 
the greatest emphasis at a particular meeting. Each meeting 
should have a general theme consisting of only one part of a 
company's activity, instead of trying to touch on a great many 
subjects lightly and giving the analyst little more than he 
knew before he attended the meeting. 
A luncheon might also be called for the purpose of 
getting acquainted. In other words, the formal speeches 
should be kept at a minimum. If possible, only one short 
speech should be given by the president of the company, sketch-
ing the recent history of the company, and giving a forecast 
as to where the company is headed. The rest of this type of 
an affair should consist of a question and answer period for 
the analysts. Many analysts feel that question and answer 
periods are more beneficial than formal speeches. 
At a luncheon between analysts and management, it is the 
job of the public relations man to send out invitations, 
choose the place for the luncheon, select the menu, and even 
write some of the executive speeches. In other words, he 
would be in charge of the over-all organization of such a 
meeting, always conferring with the higher executive officers. 
For this reason, it is extremely important that the public 
relations man know the criteria used by analysts to evaluate 
such meetings. 
Plant tours are another form of meeting that the public 
relations man may be called upon to arrange. Often times he 
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must make transportation and lodging arrangements for the 
analysts, if the tour is going to be for more than a day. 
Meals, entertainment, arrangements for discussion, and writing 
the speeches for plant guides may also fall within the realm 
of his duties. 
When analysts visit the plant for the first time, it is 
important that they become generally acquainted with the type 
of operation that the company performs. It must be remembered 
that the analyst is not a technician and, therefore, does not 
want to see an operation for its own sake, but rather he wants 
to know the implications. The analyst should generally be 
told what he is going to see before the actual tour begins. 
This can best be done by diagrams or a film. If the group is 
large, it is best to have several guides interspersed through-
out, so that all questions can be answered and the analyst 
feels like an individual and not just a member of a herd. 
After the meeting, there should be a summation of what the 
analyst has seen with special emphasis on the highlights of 
what should be remembered. This might include a new process 
that is peculiar to the particular company. 
It has already been stated that, if analysts have already 
visited the general facilities of a plant in a tour such as is 
described above, it would only bore them to repeat the process 
on their second visit. Since analysts are interested in the 
people that make up the company, on the second visit they 
should be able to meet the workers on the production levels. 
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Various workers should be chosen to describe the work that they 
do. Their talk should be edited so as not to be too technical, 
and kept interesting. A question period should always follow 
such a meeting. 
It is also a good idea to have the analysts meet the junior 
executives of the company. The analysts should be allowed to 
ask these younger members of the company questions, in order to 
see how well-acquainted they are with company operations. 
Since analysts are interested in the future of a company, and 
it is upon the shoulders of these junior executives that the 
future of the company rests, it is important that such meetings 
take place. 
Knowing how analysts feel about all the various ways that 
it is possible for them to see the company is essential to the 
public relations man who is trying to do a perfect job of 
planning. 
Finally, many annual stockholders' meetings are arranged 
by public relations men. Although analysts are not particu-
larly interested in these meetings, they do appreciate when 
they receive the written proceedings of the meeting after it 
has been held. Thus, it is the job of the public relations 
man to see that this is taken care of. He .ust, also, see to 
it that what is said by management at these meetings is not 
superfluous, so that the interest of those analysts who do at-
tend will be maintained. 
In conclusion, the public relations man must be concerned 
about the security analyst. The written communications he 
organizes and writes in conjunction with the financial depart-
ment of the company must be of interest to the analyst and 
live up to the criteria brought out in the interview, or they 
will be ignored. The public relations man has to realize that 
analysts want detail and don't mind it in complex form. 
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They also want the truth. By being fair to the analyst, 
the company is repaid many times by analyst loyalty. Giving 
all the facts honestly about the company is one sure way to win 
the confidence of the security analyst. 
Personal contacts have become more important to the public 
relations man, since the~ now fall within the realm of his 
work. It is, therefore, important that he always keep the 
analyst group in mind. He can do this by knowing the criteria 
they expect and maintain high standards when trying to carry 
them out. 
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